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THE INFLATION MENACE 
Why Not Face It Now? 


ANKERS, economists, statesmen, 

all incessantly warn the country 

of the imminence of the inflation 
menace. Yet, in spite of these repeated 
admonitions, effective measures to ward 
off this danger have not been taken. 

Whether this delay may be attributed 
tc a lack of understanding of the steps 
necessary to be taken, or whether due 
to other causes, is not plain. It does 
seem, however, that some of the things 
essential to be done are clear enough, 
though why even these measures are not 
put into effect is rather puzzling. 

Before dealing with this mattter some- 
what extensively, it may be instructive 
to recur to some of the expedients em- 
ployed at an earlier day, not to check 
the rise in prices, but with an exactly 
opposite end in view—to accelerate the 
rise in prices. 

The abandonment of the gold stand- 
ard, devaluation of the dollar, increase 
in the gold price, buying of silver, the 
easy money policy, liberal government 
spending, these were some of the meas- 
ures used to bring about higher prices. 
Contributing to the same end were the 
excess bank reserves, largely caused by 
the huge importations of gold. The 
continually recurring budget deficits 
were in the same category. 

To enumerate these inflationary ele- 
ments is not to criticize their employ- 


ment nor to appraise their value. As 
a matter of experience, however, they 
certainly did not produce anything 
slightly resembling inflation, except in 
the bond market. Commodity prices 
did not show a decided rise, although 
it may be true that the measures indi- 
cated prevented a further decline. That 
inflation, in the ordinary sense of that 
term, did not happen was due to the 
fact that enterprise continued hesitant, 
the velocity of the circulation was slug- 
gish, .and unemployment continued on 
a large scale even to the beginning of 
the war effort. 

It is hardly necessary to state at 
length that the problem that confronted 
the Government during our depression 
years was the reverse of that which con- 
fronts it now. Then it was thought 
desjrable to stimulate rising prices, now 
it is believed necessary to discourage 
such a rise. 

One factor has not been mentioned 
as in itself inflationary in character. 
That is the persistent increase in the 
volume of money in circulation. Judged 
by ordinary standards, this volume was 
redundant in some of the later depres- 
sion years. Since that time the circu- 
lation has enormously increased, reach- 
ing a total above $12,000,000.000 and 
still growing. 


For a long time bankers insistently 
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pointed out that the huge excess bank 
reserves were a source of great poten- 
tial inflationary character, should the 
depression be rapidly followed by a pe- 
riod of great business activity. For 
the same reason that the other factors 
failed in producing inflation, so did the 
excess bank reserves fail. Now, the ex- 
cess of bank reserves has greatly de- 
clined. 

But, fundamentally, the large volume 
of currency in circulation, nor the bank 
reserves are the real source of the pres- 
ent danger of inflation. This danger 
primarily arises from the relative defi- 
ciency in the supply of consumers’ 
goods, the high wages and salaries, and 
the possibility that a very large part of 
the Government’s need for funds must 
come from loans made by the commer- 
cial banks. 

As has been said before in these 
pages, one partial remedy would be to 
increase the supply of consumers’ goods 

—a remedy very difficult of application 
when the productive resources of the 
country are so fully employed in turn- 
ing out war materials. Fortunately, 
however, the indications point to boun- 
tiful agricultural crops, and as products 
of this kind constitute a highly impor- 
tant element in the cost of living, the 
outlook is for moderate prices on these 
products, provided political interfer- 
ence does not come into play to pre- 
vent bountiful crops from exercising 
their natural effect on farm prices. 

Authorities on the inflation problem 
tell us that the crux of the whole matter 
lies in the fact that purchasing power is 
entering into the market out of all pro- 
portion to the volume of consumers’ 
goods being produced. In the face of 
a dwindling supply of such goods, 
wages continue to rise, thus adding fuel 
to the flame. Such advances in wages 
are justified on the ground of increased 
cost of living. There is a rise in the 

cost of living: wages represent a major 

part of this cost (as reflected in produc- 
tion); to meet this higher cost of liv- 
ing, wages must be increased—result- 
ing again in a further price rise. 

In a time of peace the spectacle of a 
cat chasing its tail is something for mild 
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amusement. In a time of grave na. 
tional danger a like princ iple applied 
to a more serious problem is of a far 
different character. 


War Financing by the Commercial 
Banks 


Although there has been a liberal re. 
sponse by the public to appeals made 
for purchasing War Bonds and Stamps, 
the indications are that the funds sup- 
plied from this source are likely to fall 
far short of the Government’s financial 
needs, and that the deficiency must be 
supplied by the commercial banks of 
the country, perhaps to the extent of 
some twenty-five or thirty billion of 
dollars during the present fiscal year. 
That the banks could furnish this huge 
sum is beside the point. In doing so 
they would enormously add to their 
deposits, with the consequence of severe 
and possibly disastrous inflation. This 
danger will be avoided to the degree 
that the Government’s financial require- 
ments are met by purchases of War 
Bonds and Stamps out of current earn- 
ings of individuals and by fresh invest 
ments made by insurance and _ trust 
funds. 

The fact that bankers themselves are 
most active in pointing out the danger 
of major public financing by the com- 
mercial banks does not indicate a re 
luctance on their part to furnish the 
needed funds in this way if they can 
not be otherwise obtained, but it is be 
cause they fear that financing in this 
way will be dangerous to our entire 
economic structure, in which the banks 
are involved along with the rest of the 
community. 


Preventing Inflation by Taxation 


The common prescription as an anti 


dote to inflation is taxation. But this, 
to mix metaphors somewhat, is like 
locking the barn door after and not 
before the horse was stolen. 

The inflation danger arises when eX 
cess purchasing power comes into the 
possession of the public. But taxation 
does not take away this excess until 
after it has gone into the hands of the 
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IN heroic times 
the importance of the common- 
place may be overlooked. 





The maintenance of sound bank 
correspondent relationships is 
an essential if unnoticed factor 
for good, whether in emergency 
or under normal conditions of 
business. 


Raise your sights—as all banks 
are doing in this all out war 
effort. 





But keep your powder dry—by 
using the best collection facili- 
ties for your every day needs. | 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 18038 


PHILADELPHIA, PA. 


Resources Over $650,000,000 


Member of Federal Deposit Insurance Corporation 
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Conversion of 


Commercial Bank Funds 


By H. E. ZARKER 
Treasurer, Princeton Bank & Trust 
Company, Princeton, N. J. 


Wir A Foreworp By 


HAROLD STONIER 
Executive Manager, American 


Bankers Association 


*. 
Every bank has available 
for investment its own funds 
and the funds of its depositors. 
The great problem of banking is 
to invest these funds so as to 
combine liquidity 
with adequate and consistent net 
profits. 


safety and 


The problem for each 
bank is to adopt a policy of 
that will 
meet the particular needs and 


“conversion of funds” 


circumstances of its own com- 
munity. Such a policy should 
not be based upon the current 
demand for loans but upon the 
character of the bank’s deposits 
and the variation in deposit bal- 
ances as may be determined by 
In this book Mr. 
outlines a 


method for 


an analysis. 
Zarker complete 
adopting such a 
policy and putting it into op- 


eration. 
xk Kk * 


Price $1.50 delivered 


public. To be effective, it must be ap. 
plied before the damage is done, not 
after. If wages are in any industry 
increased by a certain percentage, and 
thereafter deductions from pay rolls are 
made in the like ratio, this remedy is 
not effective, because the increase in 
wages has increased the cost of pro- 
duction. 

It would seem obvious that the real 
remedy is not taxation, which applies 
the cure only after the disease has su- 
pervened, but prevention of the cause 
of the trouble. 

And again, it must not be forgotten 
that taxation only temporarily reduces 
purchasing power, for the very short 
time that funds received from taxation 
remain unexpended. Actually, taxation 


only transfers, for the time being, pur- 
chasing power that was in the hands 
of the public to the Government, the 
latter paying out the funds, which again 
go into the hands of the public. An- 
other example of the vicious spiral. 


Delay in Applying the Real Remedy 


To say that the country has not as 
yet realistically grappled with the in- 
flation problem, is not to lose sight 
of the various measures already put 
into effect for halting the rise of prices. 
These measures, at best, are only half: 
hearted, and do not go to the root of 
the difficulty. 

One thing is clear, that if inflation is 
threatened because excess purchasing 
power is flowing to the public, the 
threat can be removed by preventing 
this development. 

It is far from clear why the known 
remedy has not beeen applied before 
now, for it is surely an instance where 
delay is dangerous. 


BANKERS PUBLISHING COMPANY © 
465 Main Street, Cambridge, Mass. 
Enclosed find $1.50 for which please 
send me postpaid a copy of ‘‘Conversion 
of Commercial Bank Funds” by H. E. 
Zarker. 


An outstanding example of subcon- 
tracting is provided by one General 
Motors division which holds contracts 
for three guns from the U. S. Army. 
The three guns have a total of 471 parts. 
The divisian makes nine of these parts, 
farms out the remaining 462 among 15] 
sub-contractors. 
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Importance of System in 


Bank Operation 


ANK accounting, and system in 

bank operations, seem to me to 

be almost synonymous. Systems 
in banks are devised largely with re- 
spect to carrying out the accounting 
operations; the means by which the 
banker keeps in proper order the thou- 
sands of transactions handled for cus- 
tomers. Records are formed by vari- 
ous means which may be referred to 
as the occasion demands to substanti- 
ate claims and to supply important evi- 
dence. Through cost accounting and 
analysis the banker is enabled to study 
his own operations and to eliminate 
such operations as fail to yield a 
profit. 

The origin of accounting was the 
need to control cash. Bank accounting 
has advanced from the simple to the 
complex, since many forms of assets, 
aside from cash, and liabilities as well, 
must be controlled. As the bank grows 
in size the entries become so numerous 
that several persons are required to 
work on the books at the same time. 

The penmanship era, characterized 
by heavy bound books, exquisite hand- 
writing, and the ability to add up long 
columns of figures with unerring skill 
has long since become inadequate. 
Mechanization of accounting has _be- 
come almost complete. 

Gradually the ponderous bound books 
have given place to the modern loose- 
leaf forms of record keeping. Many 
of the old records have been aban- 
doned altogether, their places being 
taken by adding machine tapes or 
sheets that show only the amounts 


of the items handled. 


By O. B. Lovell 


Comptroller, First National Bank, Madison, 
Wisconsin 


Most of the changes in system and 
procedure in bank operations have 
taken place by necessity; necessity of 
preserving a margin of profit in the 
banking business; necessity of keeping 
pace with the demands of the banking 
public and with competition. It is ex- 
tremely important that we recognize 
the need for, and seek, still greater 
economies in bank operations. 


Need for Uniformity in Bank 
Records 


There is an urgent need today for 
uniformity in bank records and bank 
accounting terminology. I am sure the 
Federal and state bank examiners will 
acquiesce in that statement; likewise, 
the examiners for the various other gov- 
ernmental agencies. It must be ex- 
tremely perplexing, and even vexing, 
for the examiner when visiting the va- 


‘Systems in banks are de- 
vised with respect to carrying 
out the accounting operations— 
the means by which the banker 
keeps in proper order the thou- 
sands of transactions handled 
for customers,’’ says Mr. Lovell 
in the accompanying article 
which is based on a talk given 
some time ago to the Wisconsin 
State Chapter of the American 
Institute of Banking. 
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“It has been my observation 
that in the average bank the 
general bookkeeper is compelled 
to work late after most other 
workers have finished, and that 
he often experiences consider- 
able difficulty in balancing his 
transactions for the day with 
the cash reported by the tellers. 
A little study of this situation 
will reveal the needlessness for 
such a condition and may result 
in normalizing his hours.’’ 


rious banks in his district, to find many 
different arrangements and contrary se- 
quences in the general ledger accounts; 
differing terminology for similar ac- 
counts; non-standard breakdown in In- 
come and Expense accounts, some of 
these combined under a general cap- 
tion in one bank, and carried as sepa- 
rate accounts in another. 

Imagine the time loss occasioned by 
these situations, not only on the part 
of the examiner but on the part of the 
banks’ own personnel as_ well—time 
consumed by detailed explanations and 
rescheduling of data to meet standard 
reporting requirements. 


One might say, “The examiner can’t 
dictate how I shall run my _ books,” 
or “Ill run my bank to suit myself,” 
or “Whose business is it so long as I 
make the proper reports?” The fact 
of the matter is that it may be serious 
business of our own if it is costing us 
too much to explain these accounts, to 
revamp the information to fit the re- 
ports. or if we haven’t chosen to accept 
standard terminology for accounts. 
which may even cause us to render in- 
correct reports. 


Commercial Bank Management Bul- 
letin No. 20, of the American Bank- 
ers Association, entitled “Standardiza- 


tion of Bank General Ledger Ac- 
counts and Statements of Condition and 
Operation,” will be found extremely 
helpful in this connection. 


Questionnaire Analysis 


I should like to present the follow- 
ing questionnaire analysis on bank ac- 
counting taken from the Bank Survey 
Handbook, prepared by The National 
Bank Division of the A. B. A.: 


(1) Is some officer in specific charge of 
all accounting operations? 

(2) Is a logical order of accounts main- 
tained in the general ledger? 

(3) Does it conform closely to the order 
and terminology used in official reports of 
condition? 

(4) Are the accounts sufficiently broken 
down by classification, to facilitate the 
preparation of official reports? 

(5) Have you established an outline or 
worksheet which will expedite the prepa- 
ration of official reports? 

(6) Have you considered the praticabil- 
ity of machine posting for the general 
books ? 

(7) Could this be justified if other addi- 
tional operations were performed on the 
same machine, such as Loan Posting, Trust 
Ledgers, Savings Ledgers, and Expense 
Distribution ? 

(8) Are the general ledger accounts 
plainly indexed to permit rapid finding? 

(9) Are the daily transactions affecting 
the general books accurately reported by 
tellers and other departments, and in a 
manner to conserve the general book- 
keeper's time? 

(10) Does the general bookkeeper post 
from tickets or from balanced records re- 
ceived from the various departments? 

(11) If from balanced records, do the 
various accounts affected appear in logical 
order on such record, thus to facilitate post- 
ing directly to the ledger? 

(12) Have you investigated the merits 
and adaptation of an accrual system for 
your bank? 

(13) Is a logical order of Income and 
Expense accounts maintained? 

(14) Does this order conform closely to 
the order and terminology of accounts used 
in the official reports of Earnings and 
Expenses? 

(15) Have you adopted a worksheet for 
assembling and classifying figures which 
will expedite the preparation of the peri- 
odical reports of Earnings and Expenses? 

(16) Are all administrative and govern- 
mental reports centralized and _ properly 
inspected before delivery or mailing? 

It would seem that if a banker can 
answer most of the foregoing questions 
in the affirmative, and has at least con- 
sidered the practicability of some of the 
others, that he already possesses that 
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accounting sense which will most likely 
be reflected in orderly procedure, good 
records, and good housekeeping in gen- 
eral. 


The General Books 


Bank accounting is usually comprised 
of the general ledger, a general journal, 
and various subsidiary ledgers and rec- 
ords for which controlling accounts 
only are carried in the general ledger. 
Transactions are usually represented by 
debit and credit tickets which permit of 
a sorted arrangement of entries and 
will facilitate posting into the various 
account classifications which it is 
deemed desirable to maintain. When 
the number of current transactions in 
the accounts become quite voluminous 
we then consider the advisability of 
handling them as a separate section, 
and perhaps employ special bookkeep- 
ing equipment in order to produce the 
record of a large number of transac- 
tions in the minimum of time. 

The number of items handled through 
the general books is comparatively 
small but represents the totals of each 
of the various subsidiary records. The 
general ledger is the apex of the entire 
bookkeeping system of the bank, and 
owing to the comparatively few items 
handled through it, there has been less 
substitution of mechanical devices here 
than in any other bookkeeping sections. 

There is a growing tendency, how- 
ever, even in smaller banks, to confine 
their general ledgers to mere control 
posting. In other words, only the gen- 
eral asset and liability controls are pen- 
posted, while the more active accounts 
such as Loans, Securities, and Corre- 
spondent Bank accounts have been re- 
moved therefrom and are_ posted 
through a typewriter bookkeeping ma- 
chine. in conjunction with other ma- 
chine applications, such as Trust Book- 
keeping, Pay Rolls, Expense Distribu- 


tion, etc. 


The General Bookkeeper 


This affords a considerable relief for 
the General Bookkeeper who is called 


upon to take trial balances of the gen- 
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‘“‘Flcat tables may be used 
which permit an immediate de- 
termination of the float ex- 
pense involved in collecting 
items by merely focusing the 
amount of the float item with 
the line indicating the number 
of days required to collect. The 
resulting figure covers the inter- 
est factor and handling charge 
as well, and is expressed as a 
float charge on the expense side 
ef the account analysis.’’ 


eral ledger, prepare the daily statement 
of condition, and furnish periodical re- 
ports to the Comptroller of the Cur- 
rency, or to other Government agencies 

The general bookkeeper holds only the 
control reins on all other accounting 
subdivisions, and the posting of activ- 
ity is largely confined to subsidiary 
posting on a machine basis, just as in 
the case of individual checking ac- 
counts, savings accounts, and any other 
voluminous subsidiary records. 

It has been my observation that in 
the average bank the general bookkeeper 
is compelled to work late, after most 
other workers have finished, and that 
he often experiences considerable diffi- 
culty in balancing his transactions for 
the day with the cash reported by the 
tellers. A little study of this situation 
will reveal the needlessness for such a 
condition and may result in normaliz- 
ing his hours. 

It is possible through the proper de- 
sign of the individual teller’s Summary 
Sheet or Cash Record, and by a proper 
routing of general ledger items, and re- 
capitulation of certain of these records 
by the departments themselves, to 
greatly relieve the general bookkeeper 
from the responsibility of balancing the 
bank’s cash. In fact, the bank’s cash 
may be balanced for the day in a mini- 
mum of departmental units, and it is 
then unnecessary for the general book- 
keeper to wait for his figures of the cur- 
rent day. 

He receives the balanced Summary 
Sheets the following morning, which 
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‘‘A great deal of time is con- 
sumed in the average bank by 
the compilation, typing, rout- 
ing and filing of internal re- 
ports. Oftentimes outright 
eliminations can be here, too. 
In other cases, one report form 
can be slightly modified to mect 
the requirements of several per- 
sons, or at least a reduction in 
number of copies may be ef- 
fected. By closer study the 
original records can sometimes 
be designed to serve for report 
purposes, thus obviating the 
separate reports entirely.”’ 


by reason of the tellers’ previous sum- 
marization of like transactions, ar- 
ranged in the order of the accounts in 
the general ledger, serve as his journal 
and posting medium as well. Thus he 
posts directly to the general ledger. He 
has only to summarize the various 
units of Cash, Cash Items, and the few 


Exchange and Service Charge Credits 
which may appear on more than one of 
the several tellers’ blotters or Summary 


Sheets. The fact that the bank’s cash is 
balanced in a few individual units the 
night before insures his ability to bal- 
ance them collectively, after posting on 
the following morning, if he so chooses. 

If any bank is experiencing time 
trouble with its general bookkeeper, it 
may do well to investigate this system 
of balancing. 

Another convenience for the general 
bookkeeper is the four-part snap-out set 
which may be used by him in effecting 
transfers of funds to or between corre- 
spondent banks. The original copy, 
prepared for use in a window envelope, 
serves as the authorization to charge 
our account; the second copy is the de- 
positor’s advice ticket; the third is the 
debit ticket; and the fourth answers as 
the offsetting credit ticket. 


The Commercial Department 


We might pass on from the general 
accounting and have a look at some of 


the more important subsidiary records 
and the various systems for handling 
them. This is the point at which we 
enter a wide field of special accountin 
systems and devices. I should like to 
mention some of the more important 
subdivisions af bank accounting and 
some of the modern methods for han- 
dling and controlling them. 


The number of subdivisions or as- 
signed units of the bank’s cash, of 
course, varies with the size of the bank, 
its working requirements, the number 
of tellers, and other conditions. The 
accounting control, however, is not fun- 
damentally different. 


Handling of Cash 


Many smaller banks still permit more 
than one teller to work out of a com- 
mon unit of cash. I have observed as 
many as four or five persons paying 
and receiving within the same cash as- 
signment. This frequently results in 
cash variations, loss of time in balane- 
ing cash, and lateness in reporting the 
cash balance to the general bookkeeper. 
It is a simple matter to set up individ- 
ual tellers’ cash assignments, and thus 
fix individual responsibility for each 
unit of cash. 

Many modern devices are available 
which will expedite the handling of 
cash, such as the sorting of coin, count- 
ing of packaged and loose coin, and 
the dispensing of coin at the tellers’ 
windows. We have all observed the 
lightning delivery of change at the 
theater ticket office. Cup delivery of 
coin in this manner at the bank tellers’ 
window is equally efficient, and _ the 
transaction is speeded up 25 per cent 
to 35 per cent. The change key is de- 
pressed as soon as the payment is de- 
termined upon. The coin passes out, 
and while the customer is verifying the 
change, the teller is counting out the 
currency. 

Numerous banks are adopting the 
“cash ticket system” which permits the 
teller to divorce the cash count from 
any record of deposited items when bal- 
ancing. Cash received in deposits is 
represented by “Cash Received” tick- 
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ets, and cash paid on checks or against 
deposits is represented by “Cash Paid 
Out” tickets. The teller balances at the 
end of the day by merely entering the 
totals of these tickets, and he does not 
concern himself with the individual 
checks being deposited. This method 
permits a constant flow of items to other 
departments during the day, as well as 
a rapid count of cash at the end of the 
day, and also prompt reporting to the 
general books. 


Sorting, Proving, Controlling 


In many banks the proving of depos- 
its is done by the teller or within his 
cage. This practice is rapidly giving 
way to one which permits the deposits 
and cashed checks to flow more rapidly 
and continuously to the bookkeeping de- 
partment. Instead of running long lists 
of checks and deposits to determine the 
totals to be charged or credited to the 
teller, and included in his cash balanc- 
ing, these items are allowed to go im- 
mediately to a proving section. The 
fewer listings we make, the fewer op- 
portunities we have for error and con- 
sequent checking back, and the sooner 
can the items be released to other de- 
partments for handling. 

Those who have not provided the de- 
posit ticket which suggests the three- 
way listing of checks deposited, namely, 
(1)Checks-on-Us, (2) Other-Local- 
Checks, and (3) Out-of-Town Checks, 
may be missing a material relief from 
sorting of items which the depositor will 
learn to do for them. It is really sur- 
prising what this bit of autosuggestion 
will accomplish. Surveys we have made 
from time to time of our larger commer- 
cial deposits have shown that a remark- 
able number of the depositors follow 
the suggested sorting of items. A re- 
cent test showed that 70 per cent of the 
items deposited by our business ac- 
counts are thus classified and separately 
listed on the deposit tickets. 


Block System of Proving 


In many instances the Batch or Block 
System is employed whereby a consid- 
erable number of deposits are first 
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‘‘There has long been a need 
for better planning of work and 
personnel, for developing better 
systems in bank operations 
which will permit turning out 
the maximum units of work in 
the minimum employe-hours, 
and thus reducing costs. Men 
who manage banking institu- 
tions have been kept so busy 
with other problems which 
seemed to them to be more im- 
mediately pressing that these 
matters have heretofore been 
postponed. Now that they can 
no longer be pushed aside, they 
are getting primary attention.”’ 


sorted as to kind of items, and then are 
proved, collectively, as one large de- 
posit. By recapping the totals of like 
classifications of items appearing on 
the several Batch Proof Sheets for the 
day, predetermined control totals are 
formed against which the several de- 
partments, such as the Bookkeepers, 
Transit Clerks, and Local Clearing 
Clerks must prove. Income cash let- 
ters are also sorted and proved in the 
same manner as deposits received from 
the cages. 

Numerous banks have found it prac- 
tical to use mechanical sorting and 
proving machines. A small machine 
is available for the smaller bank. These 
devices accomplish the sorting and list- 


- ing of items, proof of individual depos- 


its, indorsement of checks, and at the 
same time provide splendid controls on 
the several classifications of items go- 
ing to the various departments of the 
bank, including the individual teller’s 
cash, and the general ledger items. 
The cash letters going to the various 
correspondent banks are accomplished 
now as a by-product of the proving op- 
eration. This can be done also in eon- 
junction with the Batch Sheet proving 
method, even though a machine is not 
employed. The description of checks 
being forwarded is taken by photo- 
graph. There are other modern meth- 
ods for reducing the descriptive work 
on transit checks besides photography, 
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‘“‘The average employe will 
not resent being questioned 
about his daily work in minute 
detail if properly approached. 
Invariably we have been able to 
point out some short cut, some 
change in method, or some elimi- 
nation of non-essential duties 
which the employe welcomes 
very much and will cooperate 
in to the fullest degree.’’ 


which are still much less expensive than 
the more detailed practice of typing 
the essential data, which prevailed for 
so many years. In my opinion, the re- 
duction in cost of handling out-of-town 
checks by banks through the employ- 
ment of more improved methods suc- 
cessively through the past few years 
has been a very interesting develop- 
ment. 

Just as the listing of out-of-town 
checks is now accomplished as a by- 
product of the deposit proving func- 


tion, the listing of checks for the local 
clearing house may likewise be ob- 
tained, whether the machine or the 
Batch Sheet Proof system is employed. 
The indorsing operation may likewise 
be greatly assisted by automatic de- 


vices. In the absence of mechanical in- 
dorsing devices, this operation can be 
greatly expedited oftentimes in the case 
of large deposits by prearrangement 
with the depositor to incorporate the 
“Any Bank, or Banker” indorsement 
with his own rubber stamp indorse- 
ment. 


Flow of Items 


It is extremely important that the 
deposits and checks on our own bank 
reach the bookkeepers at the earliest 
possible moment. The prelisting of 
items in the Proof Section, as a by- 
product of deposit proving, provides 
safe control of these items, and expe- 
dites their routing to the several book- 
keepers. Speed and accuracy in trans- 
mitting the checks and deposits to the 
individual ledger bookkeepers is de- 
sirable from the viewpoint of good 


accounting control and good auditing 
control as well. 

In some banks there are as many as 
four different handlings of the same 
items before they are ready for posting 
on the subsidiary ledgers. It has been 
found possible by others to transmit the 
items with only one listing between the 
time the items leave the tellers’ win- 
dows and the time they reach the book- 
keepers’ hands, ready for posting. Evy- 
ery intermediary listing which takes 
place not only consumes time in itself 
but also carries with it the hazard of 
checking time in case of errors. 

When items reach the individual 
bookkeeper they must then be fine- 
sorted according to the alphabetical 
order of accounts which he posts. 
Some bookkeepers are less adept at 
sorting on the alphabet than others; 
many have not adopted a scientific sort- 
ing process. Consequently, the task is 
slow and cumbersome, and even haz- 
ardous. Sorter strips or panels are 
available now for the individual book- 
keeper, which not only teach him to 
sort scientifically but permit him to do 
it with but one handling of the items, 
with greater ease and speed, and with- 
out the hazard of losing items. 


Float Tabulation, Service Charges 


Most banks are already acquainted 
with the facilities which are afforded 
by modern posting machines, for re- 
cording float and analysis information 
on commercial accounts. Short cuts in 
computing and recording float should 
be sought; also, in the computation of 
service charges. It has been the rather 
general practice to keep elaborate rec- 
ords of daily amounts of uncollected 
funds, expressed in principal amounts, 
until at the end of the month when 
these figures are reduced to average 
daily amounts of float, further to be 
deducted from average balances to ar- 
rive at average daily net collected bal- 
ances. 

Float tables may be used which per- 
mit an immediate determination of the 
float expense involved in collecting 
items by merely focusing the amount 
of the float item with the line indicat- 
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ing the number of days required to col- 
lect. The resulting figure covers the 
interest factor and handling charge as 
well, and is expressed as a float charge 
on the expense side of the account 
analysis. 

Tables also save time in computing 
service charges on personal accounts 
where little or no float is involved. The 
average balance is compared with the 
number of ledger postings and the re- 
sulting figure is the service charge. The 
computation has already considered the 
earning rate allowed on average bal- 
ances, reserve deduction, maintenance 
cost and item charge. 


Savings Department Operations 


Another subsidiary accounting sec- 
tion which is found to be rather vo- 
luminous in many banks is the sav- 
ings accounts. In some we find the 


pen-posted savings ledgers, in others a 
machine-posted ‘edger, although sepa- 
rated from the window operation. We 
also find the combined window-posting 
machine plan. The number of accounts 
and volume of activity dictate consid- 
erably which of the first two posting 


plans will be used. 

The combined window-posting ma- 
chine plan provides many desirable 
audit features. The audit control thus 
provided makes it entirely feasible to 
eliminate the deposit and withdrawal 
tickets. This procedure permits a 
faster savings window operation, there- 
fore, and a more normal window trans- 
action, comparable with that of paying 
and receiving on commercial accounts. 
The savings withdrawal ticket is obvi- 
ated by taking the customer’s signature 
directly on the savings ledger card in 
the space provided. He thereby ac- 
knowledges the withdrawal and accepts 
the extended balance as correct. 


Official Checks 


The average bank issues Drafts on 
its various correspondent banks, Cash- 
ier's Checks, Bank Money Orders and 
Certified Checks. Many have aban- 
doned the old separately bound regis- 
ters for each of these. Some now use 
the combined register idea which car- 


ries the register sheets for the various 
types of official checks within one 
binder, although maintained separately 
by tabbed index sheets. This form of 
register, however, still contemplates 
the pen-written record of the instru- 
ments, entered in numerical order. 

A later idea is that of the loose-leaf 
triplicate copy set providing for the 
original instrument, the register copy 
and an audit copy. These are typed and 
accomplished in one writing with the 
use of carbon. The register copy for 
each instrument is filed on a separate 
post binder and is maintained in nu- 
merical order, of course. Our experi- 
ence has proved this to be a rather ex- 
pensive system for controlling Drafts, 
Cashier’s Checks, etc., from the stand- 
point of stationery cost, as well as the 
time required to handle the various 
copies and necessary binders. 

A more recent method employs a 
draft writing machine and the single 
original draft copy, together with a 
columnar register or journal sheet 
which accrues automatically as_ the 
drafts are written. The payee, amount 
and number are written on the draft, 
and by use of carbon this description is 
transmitted through to the draft jour- 
nal. The amounts of the various types 
of instruments written are tabulated to 
their proper columns and in numerical 
sequence. This produces a continuous 
daily journal of all types of official 
checks issued, accomplishes the draft 
writing and register simultaneously, 
and with the minimum of cost. A sin- 
gle binder is provided upon which to 
file the daily journal after it has been 
properly audited. The book contains, 
in chronological order, the registration 
of all forms of official checks, affords 
much visibility, and provides a com- 
pact record convenient for inspection 
by the examiners and by the manage- 
ment as well. 


Form Studies 


A systematic review of all forms used 
in the bank will prove very interesting 
and profitable. The proper designing 
can result in real time saving through- 
out the bank. Take, for example, the 
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many adaptations for the use of the 
window envelope to save address typ- 
ing time; proper typewriter and adding 
machine spacing on forms to be filled 
in; printed advices for use in window 
envelopes, and also guide letters to save 
letter-writing time of the dictator and 
stenographer as well. 

The use of multiple-copy forms pro- 
vides tremendous time savings in sev- 
eral departments of the bank. A shoft 
time ago, I saw a demonstration of a 
twelve-part set, twelve different pur- 
poses being served by one writing. 
Later, I was informed that the same 
company is supplying one of its custom- 
ers with a nineteen-part set. 

We have been conducting an inter- 
esting study of all our bank forms. A 
large hanging wall map, framed, was 
salvaged for the purpose of displaying 
these forms. One department is studied 
at atime. We have just completed our 
study of all loan department forms 
which resulted in twelve suggestions for 
improvement when the reorders take 
place, as well as two or three outright 
eliminations. Now we are about to dis- 
play the forms of the Commercial De- 
partments, and we expect to gain more 
time-saving ideas. 


Internal Reports 


A great deal of time is consumed in 
the average bank by the compilation. 
typing, routing and filing of internal 
reports. Oftentimes, outright elimina- 
tions can be made here too. In other 
cases, one report form can be slightly 
modified to meet the requirements of 
several persons, or at least a reduction 
in number of copies may be effected. 
By closer study, the original records 
can sometimes be designed to serve 
for report purposes, thus obviating the 
separate reports entirely. 

Just request that an extra copy of 
every daily, weekly, monthly and other 
periodical report be placed on your 
desk until you think you have them all. 
Of course, many of them are prepared 
by Government requirement, and ex- 
cept for minimizing the number of ex- 
tra copies to be retained by the bank, 
there isn’t much that can be done about 


eliminating them. Try holding up some 
of the routine internal reports for a 
time and you will soon find out how 
many of them are really essential. Then 
suggest the elimination of the rest of 
them. 


Need for Better Planning 


There has long been a need for bet- 
ter planning of work and _ personnel, 
for developing better systems in bank 
operations which will permit turning 
out the maximum units of work in the 
minimum employe-hours, and thus re- 
ducing costs. Men who manage bank- 
ing institutions have been kept so busy 
with other problems which seeemed to 
them to be more immediately pressing 
that these matters have heretofore been 
postponed. Now that they can no longer 
be pushed aside, they are getting pri- 
mary attention. 

There are several ways and means 
of meeting the forty-hour week. They 
are the plans and suggestions you, too, 
have been reading about every month 
or have heard other bankers discuss- 
ing. We have been open to trying 
out those ideas which we believed could 
be practically adapted to our set-up 
and which on their face appeared to 
offer some solution to the hours prob- 
lem and to the earnings problem as 
well. 


The Work Week 


One was the establishment of a 
work week other than the calendar 
week. Anyone familiar with bank rou- 
tine can appreciate the difficulty of 
controlling weekly hours when such 
abnormal activity as periodically heavy 
pay rolls and monthly statement check- 
ing takes place during the work week. 
Occasionally these dates, one or both, 
will fall at the end of the calendar 
week, on Friday or Saturday, thus mak- 
ing it extremely difficult to hold to a 
limited number of hours, since there 
is no opportunity then to effect reduc- 
tion during the current week. 

Such contingencies first prompt one 
to say, “Well! That just goes to show 
that this forty-hour week isn’t goed for 
banks.” But upon studying the mat- 
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ter more closely we find that we can 
adopt a forty-hour week that does fit 
our circumstances. 

A new work week for us was fixed 
to end at 12 o’clock (noon) on Satur- 
days. This was prompted particularly 
by the fact that at that hour our ac- 
tivity volume is at its peak, and all em- 
ployes are at their posts. Everyone 
continues cn with his work, of course, 
but the stated work week terminates at 
12 o’clock, when the time record of the 
next ensuing work week begins. 

Hence we have little or no problem 
of under-time. Under the former basis 
a considerable time loss was incurred 
each week through building up a time 
cushion for Saturday, which oftentimes 
was in excess of our actual needs for 
that day. We now work right through, 
but the time required to finish, after 
Saturday noon, automatically falls at 
the beginning of a new work week. 
Previously, the problem of under-time, 
or lost hours, was oftentimes fully as 
serious as any problem of overtime 


could be. 

Mondays also present a high-activity 
volume for us. but we are now able 
to fix Saturday and Monday work al- 
ways at the beginning of the work 
week. This affords considerable op- 
portunity for effecting reduction of any 
undue accumulation of hours during the 
remainder of the work week, and _ be- 
fore the next Saturday noon. This 
plan can be used to good advantage in 
almost any institution if modified to 
meet its particular peak days. 


Statement Cycling 


Another plan which enabled us to re- 
move one of the largest peak loads ex- 
perienced by commercial banks is that 
of cycling checking account statements. 
Thus far a comparatively few banks 
have instituted the cycling plan, which 
permits staggering the monthly state- 
ment work over the entire month. Most 
of them still cling to the first of the 
month when other month-end business 
is still being cleared. Consequently, 
the pressure is high, the hours are long, 
and the task is burdensome. Only in 


**You will be amazed at the 
findings, too, when you actually 
sit down with your people, one 
by one, and list their various 
duties. They will give you some 
constructive suggestions, too, if 
they are invited to do so.’’ 


recent months have a number of banks 
adopted the second business day of the 
month as the delivery date for custom- 
ers’ statements, thus reserving the first 
for the statement checking work by the 
Their statements 
of the last day 


are still 


of the 


employes. 
rendered as 
month. 

I should like to take just a few min- 
utes to discuss our experience with 
statement cycling. The business ac- 
counts are segregated from the _per- 
sonal accounts, and the former are pre- 
pared for delivery on the second busi- 
ness day, as heretofore. The personal 
accounts, numbering about 7,200, are 
checked and prepared for delivery ac- 
cording to a definite schedule reach- 
ing over twenty-four days of the month. 
These alphabetical units of the account 
statements, approximately 300 in each, 
are placed in the mails each day. 

An announcement of this plan was 
enclosed with our statements last Au- 
gust 1, 1940. The first complete cy- 
cling was completed according to 
schedule about September 16, and has 
continued monthly ever since. During 
our twelve months’ experience with 
statement cycling, a few of the accounts 
originally classified as personal ac- 
counts, less than 1 per cent of the total 
number, have asked to have their state- 
ments rescheduled for the former 
month-end date. These were largely 
accounts of a _semi-business nature 
whose names did not disclose that they 
should have been so classified in the 
first instance. It was a simple matter, 
however, to reclassify them with the 
business accounts for statement pur- 
poses. 

Here are some of the advantages 
which we have realized by this change 
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‘‘In every bank, large and 
small, there should be found 
some one person, at least, who 
will make it his business to pro- 
vide management with the fac- 
tual material which will enable 
it to effect and maintain an effi- 
cient, economical and well-co- 
ordinated arrangement of inter- 
nal bank activities.’’ 


in statement procedure, a number of 
which were not originally anticipated: 


(1) Statement checking is now absorbed 
in the daily routine by the check file clerks, 
and without any addition to their number. 

(2) Even at the first of the month when 
business statements alone are checked, the 
task is now confined to a few near-by clerks. 
It is no longer necessary to parcel the work 
out among many employes in scattered 
places about the bank. 

(3) Not only has the statement 
proper been normalized, but certain other 
related tasks have likewise been reduced to 
daily routine, under the new system. Some 
of these are as follows: 

(a) Photographing of statements. 

(b) Folding of statements. 

(c) Mailing procedure (sorting, 
ing, sealing, and metering). 

(d) Posting of service charges. 

(e) Addressographing of statement sheets 
for the ensuing month. 

(4) We believe that the staggering of 
monthly statements may also have some 
audit value over the old plan, under which 
the statement date was generally known by 
the whole staff to be the last day of the 
month. 

(5) The present procedure also avoids 
the congested mail at the first of the month, 
and it is believed that more prompt han- 
dling of our statement mail is realized than 
was formerly the case. The local postmas- 
ter has expressed his favor for our plan, 
as it assists his office to reduce a peak load 
at the first of the month. 

(6) Most important of all, we have suc- 
ceeded in meeting the shorter workweek 
without increasing our staff or creating 
overtime due to monthly statement work, 
which under the former procedure would 
have been inevitable. 


work 


weigh- 


Proper Flow of Work 


One of the most important problems 
of a bank affecting hours and produc- 


tion is that of maintaining a proper 
flow of work. Much time will be lost 
in bank operations if the work does 
not flow smoothly, rapidly and contin- 
uously. A proper physical arrange. 
ment of departments, with respect to 
each other, definitely helps the flow of 
work. What is true of the arrange- 
ment of departments is also true of the 
arrangement of personnel and equip- 
ment within departments. 


A “peak load” in a bank may be 
simply defined as “more than a_nor- 
mal amount of work waiting to be 
done.” Staggering of hours of em- 
ployes to fit the flow of work often 
helps very materially to meet peak 
loads. Some banks adopt the practice 
of shifting help from one department 
to another to meet peak loads. I some. 
times wonder, however, whether a mass 
shifting of help proves to be the most 
efficient thing to do. It may work out 
well occasionally, but I do not believe 
that it does as a general rule. Usu- 
ally, a heavy day affects all our people 
rather proportionately. 

Some banks have related depart- 
ments which experience their peak 
loads at different times of the month. 
If these related departments are com- 
bined, the peak loads of both former 
departments might disappear entirely. 
Similarly, if it is not feasible to com- 
bine related departments. a number of 
related departments might be placed 
under one supervisor who would co- 
ordinate the work of these departments 
so that they would operate more as a 
cooperative unit than as separate, inde- 
pendent departments. 

Under such an arrangement the man- 
ager of our Bookkeeping, Proving, Tran- 
sit and Analysis Departments has ef- 
fected a programming of the day’s work 
in such a manner as to avoid waits by 
individuals on each other. This is 
largely accomplished by staggering of 
hours of certain employes, and certain 
groups of employes, to fit the flow of 
work and completion of successive 
steps in the work. 


For a time we found it extremely dif- 
ficult to hold our posting machine op- 
erators’ time within the budgeted daily 
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hours. Upon close analysis, however, 
we found that this was not due to ex- 
cessive loads but because of the lapses 
during the day when work was not read- 
ily available. This was largely due to 
a wait between the Mail and Clearings 
run and the more concerted flow of 
counter items. By rebalancing the daily 
schedule of bookkeepers they are now 
dismissed earlier in the afternoon and 
arrive earlier in the morning. The re- 
sult is that there is work waiting for 
them all the time, and the idle time 
lapses have been closed up. 

We do not have to be experts, or em- 
ploy experts, to discover some of the 
undesirable conditions which exist in 
many of our bank operations. It is 
only a question of being observing and 
studious of the things that go on about 
us every day. Under the much reduced 
work week I believe the employer has 
a perfect right to know, and should 
know, that he is obtaining reasonably 
close to forty hours’ work from each 
employe. Oftentimes, even the most 
casual investigation will result in find- 
ing a better way which is more accept- 
able to both the employer and the em- 
ploye. 


Job Analysis 


The average employe will not resent 
being questioned about his daily work 
in minute detail if properly approached. 
Invariably we have been able to point 
out some short cut, some change in 
method, or some elimination of non- 
essential duties which the employe wel- 
comes very much and will codperate 
in to the fullest degree. 

We have done a great deal of job 
analysis work, beginning in our Loan 
Department, where the pressure seemed 
to be the greatest, then continuing with 
the Collection Department, Trust De- 
partment, General Bookkeeping, Pur- 
chasing, Central Information Files, and 
other general positions. An analysis 
of our loans revealed that a very high 
percentage of the total number repre- 
sents only a very small percentage of 
the total amount. 

We are now endeavoring to substi- 
lute less expensive procedure and time- 
saving devices for the handling of 


small loans. A small counter machine 
is used for the simultaneous posting of 
the installment loan ledger card and 
customers’ receipt record. We have set 
up a few additional controls to save 
time in proving the loan ledgers and 
have installed a sorting device for ac- 
complishing several different classifica- 
tions of notes, ticklers and other items 
which must be sorted in the course of 
the day’s work. 

In our Trust Department it was dis- 
covered that owing to the fact that a 
vacant stenographic position had not 
been refilled, various stenographic du- 
ties had filtered back into the operating 
division, thus congesting those posi- 
tions. Our detailed analyses of the 
various positions disclosed that several 
people were doing several similar 
phases of the same work: also, that a 
considerable amount of higher priced 
time was being devoted to clerical work 
which should be performed by lower- 
paid employes. 

You will be amazed at the findings, 
too, when you actually sit down with 
your people, one by one, and list their 
various duties. They will give you 
some constructive suggestions, too, if 
they are invited to do so. 

About a year ago it was observed 
that our Central Information Clerk, 
when supplying information by phone 
to- another part of the bank. was 
obliged to walk across the room, about 
twelve feet, open a file drawer, follow 
the index to locate the proper card. and 
then carry it to the telephone. When 
the information had been reported it 
was, of course, necessary for her to re- 
turn the card to the file, and then re- 
turn to her desk. This happened many 
times in the course of a day. 


To correct this condition a semicircu- 
lar desk was provided in which were 
suspended eight large wheels. The 
Central Information cards (4x6 inches) 
have now been mounted on_ these 
wheels, which revolve freely. The tele- 
phone is placed about midway in the 
semicircle. The attendant can now lo- 
cate any one of 35,000 cards from a 
sitting position, and supply the desired 
information without removing the card 
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from the wheel or getting up from her 
desk. 
Conclusion 

The foregoing are a number of the 
instances wherein special studies and 
investigations of new or improved sys- 
tems in bank operations have returned 
real dividends for us. It is the collec- 
tive value of a multiplicity of practical 
applications that produces the result. 

In every bank, large and small, there 
should be found some one person, at 
least, who will make it his business to 
provide management with the factual 
material which will enable it to effect 
and maintain an efficient, economical 
and well-coérdinated arrangement of 
internal bank activities. 

The things that analysis will reveal, 
the freedom to exercise ingenuity and 
the opportunity to show accomplish- 
ment will prove most fascinating to the 
individual who undertakes it, whether 
it comes by official appointment or 
whether it comes by self-assertion. 
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SILVER BLOC A HOLDUP 


In the old days “road agents” used to 
hold up the st&ge coaches in the wild 
and woolly west. Today silver bloc 
senators and congressmen hold up the 
whole country. Silver is needed in our 
war effort, but these representatives of 
silver mine owners will not let Ameri- 
can silver be used. They will vote that 
men risk their lives, but not to give up 
the silver graft... . 

Wartime offers an opportunity to the 
majority in Congress to halt this in- 
iquity. All that is needed is for some 
senator to stand up and say to Senator 
Pat McCarran, head of the silver bloc, 
that the people of America don’t like 
the idea of giving up their sons when 
they aren’t allowed to use their silver. 
A senator from a state of 110,000 people 
which takes much more from the federal 
treasury than it contributes wouldn't 
have much to say if the majority in Con- 
gress and the administration didn't 


want his vote on other matters so badly 
they are willing to pay for it out of the 
public treasury. 
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Effects of the War 


On Banking 


ANKERS these days are using 
spare minutes to jot down figures 
on the backs of envelopes, the cor- 

ners of newspapers, and even on table- 
cloths. They are trying to figure how 
their banks will look in deposits, earn- 
ings, and capital position, as a net re- 
sult of the Government financing and 
tax programs. 

The Undersecretary of the Treasury 
has just told the Congress that by next 
June 30 the member bank holdings of 
Government securities are likely to be 
about double their present holdings. 
They now own about $24 billion worth, 
and less than a year from now, despite 
higher taxes and vigorous efforts to sell 
bonds to investors, “banks are likely to 
hold over $48 billion of Government se- 
curities. And that is not all. There may 
be one, two or “X” years more of the 
same sort of increase. 

There is no question about doing the 
job. There can be no holding back. 
Each bank is prepared to carry its 
share of the load. Excess reserves have 
declined and the margin of profit on suc- 
cessive new issues has been pared down 
to the vanishing point. But the banks 
have continued to enter their subscrip- 
tions for the larger and more frequent 
Treasury issues. As Secretary Morgen- 
thau testified, the banks were not being 
forced to subscribe. They have re- 
sponded willingly because they under- 
stood the task to be done and their share 
in it. 

The Economic Policy Commission 
of the American Bankers Association 
last spring made an analysis of the war 
financing problem. Even as the report 


By W. Randolph Burgess 
Vice-Chairman of the Board, National City 
Bank of New York 


was coming off the press, the Govern- 
ment estimates for spending and _ bor- 
rowing were revised upward. 

The accompanying table shows the 
probable effect on the banks of the 
latest budget estimates. 

One painful subject for envelope jot- 
tings is bank reserves. Where will the 
banks get the money to buy all these 
securities? A year ago they had excess 
reserves of $5 billion. Today they have 
only $2 billion. How can you buy $24 
billion of bonds with $2 billion of 
cash? 

Here we encounter the most confus- 
ing and perplexing concept in econom- 
ics—the ratio of reserves to credit ex- 
pansion. Without spelling it all out, 
the central point is that when banks 
expand their loans and investments they 
must be able to put up at the Reserve 
banks the reserves legally required for 
the corresponding expansion of depos- 
its. The average percentage of reserves 
to deposits in the United States is just 


The accompanying article was 
written for the American Bank- 
ers Association’s ‘‘Convention 
in Print’’ which this year takes 
the place of the usual annual 
convention. It appears in the 
September issue of BANKING, 
the association’s official publica- 
tion. 
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under 20 per cent, and if this ratio is 
maintained it will take nearly $5 bil- 
lion of reserves to finance the purchase 
of $24 billion of Government securi- 


ties. Actually even more reserve money 
will be required, for currency demand 
has been increasing under the stress 
of huge production and pay rolls and 
rising prices. There is also some hoard- 


ing. Currency in circulation rose al- 


most $3 billion in the past 12 months, 
When currency is drawn from the banks 
it uses up reserves, dollar for dollar. 

Thus about $8 billion of extra bank 
reserves are likely to be needed before 
the end of this fiscal year (assuming the 
present $2 billion of excess reserves 
are maintained). Where will they come 
from? 

In World War I the banks borrowed 
from the Federal Reserve banks most 
of the extra reserve money they needed. 
That could be done again. But there 
are other alternatives. The legal re- 
serve requirement could be reduced, 
thus freeing reserves for the new load 
to be carried. Or the Federal Reserve 
System could buy Government securi- 
ties, thus pouring reserve funds into 
the banks. 

The banks will carry through this big 
undertaking with more confidence if 
they do not have to borrow heavily and 
continuously. They are reluctant, and 
with reason, to be borrowers for ex- 
tended periods. In the course of this 
huge program with its great shifts of 
funds about the country, some banks 
may have to borrow at times. They 
should do so freeely when necessary. 
Under these circumstances, borrowing 
will be a sign that a bank is doing its 
share in the Government’s financing 
program. 


EFFECT OF GOVERNMENT SECURITY PURCHASES ON ALL MEMBER BANKs, 
AssUMING CONTINUANCE OF CURRENT TRENDS 


(In Billions of Dollars) 


Total Loans and Investments: 
Loans 
Governments 
Other Investments 


Total 
Liabilities: 
Deposits 
Capital Funds 
Capital Funds Ratios: 
To Deposits 


To Loans and Investments ............... 


*Estimated. 


Steerer err 14.3% 


1942 1943 
June 30* June 30* 
18.0 18.0 
23.6 48.8 
6.0 6.0 


1941 
June 30 


47.6 


64.9 

6.0 

99% 992% 
12.6% 
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But that program will be carried 
through more smoothly and with less 
risk of unstable money rates if the 
banks can obtain in other w ays the bulk 
of new reserves required—by reduction 
in reserve requirements, and by Federal 
Reserve open market purchases. The 
Reserve System has given clear indica- 
tion of moving in that direction, by 
substantial purchases of governments, 
and by securing the passage of legisla- 
tion giving them greater flexibility in 
dealing with reserve requirements. The 
new amendment gives them the power 
to change the requirements of banks in 
central reserve cities separately from 
those of other groups of banks. 

The net of all this is that every bank 
may go ahead and buy its share of the 
new Government issues with assurance 
that additional reserves will be avail- 
able as needed. 

Of course this does not mean a bank 
can afford to neglect its reserve posi- 
tion. In the period we face the man- 
agement of reserves will be one of 
banker's essential tasks—just as it used 
to be. This problem, however, has been 
greatly eased by the increase in the 
outstanding volume of Treasury bills 
and certificates readily salable at any 
time. 

These facilities and the demonstrated 
readiness of the Reserve System to put 
out additional reserve funds support 
the full participation of all banks in 
the financing program. 


Capital Position 


Another figure bankers are working 
out on the backs of envelopes is their 
capital position after another year or 
two of expansion. As the foregoing 
table shows. there will be quite a 
shrinkage. 

Of course the old standard ratio be- 
tween capital and deposits was not a 
wholly satisfactory measure of sound- 
ness. It was only good if you could 
assume that all funds were employed at 
equal risk. How much capital a bank 
needs depends on the risk of loss, and 
that is a question of character of assets. 
If a bank holds mortgages, or long- 


term corporate bonds, or is heavily 
loaned up, the risk is much larger and 
the capital need greater than if the 
bank is very liquid. 

Within the past decade the assets of 
banks have changed markedly. A 
smaller proportion is in loans, a larger 
part in cash and Government securities. 
Mortgage and corporate security hold- 
ings are reduced. It is true that the 
capital funds are smaller, but the risk 
to be covered is much less. 

The problem is complicated by the 
virtual absence of a market for bank 
stock. Bank earnings and earnings 
prospects have not been such as to at- 
tract new investment money. 
ital must be earned. 

A common sense general view, and 
recognizing sharp differences between 
banks, is that this situation is not alarm- 
ing but does suggest certain precau- 
tions: 

1. Banks need to husband their cap- 
ital by conservative dividend policies. 

2. Venture assets, old and 
should be scrutinized closely 
doing vigorously 


quired. 


New cap- 


new, 
while 


the war lending re- 


3. Maturities of securities, even gov- 
ernments, should be relatively short. 

4. Earnings should be adequate to 
provide a steady increase in capital and 
reserves. 

Banks, of course, are not wholly the 
masters of their earnings. They are be- 
tween the upper millstone of low money 

rates and the nether millstone of high 
taxes. 

But even at present rates of interest, 
and with the taxes now suggested, the 
prospective added volume of Govern- 
ment holdings should yield enough in- 
come for most banks to retain some- 
thing close to their recent rates of earn- 
ings, enough to show some small in- 
crease in capital funds against a large 
increase in Government holdings. It is 
not a very pleasing prospect. It is no 
bed of roses and calls for careful man- 
agement. But this is not a period when 
any business can be free of risks. When 
the whole country faces the hazards of 
war, the banker must face his hazard 
as well, 
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The Practical Operation 
of a 


Small Bank’s Credit 


Function 


By 
JOHN WETZEL 
Comptroller, 


The Bayside National 
Bank, Bayside, N. Y. 


ERE at last is a book on bank 

credit procedure for the use of 
smaller banks. In writing it the 
author had in mind the small 
interior bank with total assets of 
from one to ten millions, employ- 
ing in its credit department a 
maximum personnel of an execu- 
tive officer and one or two clerks. 


It is intended to be a manual of 
operations —a manual that will 
meet the restrictions of a small 
bank’s credit facilities and yet be 
consistent in its recommended 
procedure with good credit man- 
agement practices and able to 
stand the test of bad times with a 
minimum of loss. 


Send for a copy on 5 days’ 
approval and judge for yourself its 
every-day usefulness in your bank. 


Price $1.75 delivered 


mm eee eae ae eae ee 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of 
“The Practical Operation of a Small 
Bank's Credit Function’ by John Wet- 
zel. At the end of 5 days I will either 
remit $1.75 or return the book. 


eT de 


Address 


————————————————— 






In the whole program the major risk 
is not to the banks as such. The prin- 
cipal danger is that this huge outpour- 
ing of buying power, this prodigious 
expansion of bank credit, will force up 
prices and the cost of living—in other 
words, will bring inflation upon the 
country. 

We have been living with this fear 
so long that we have become a little 
hardened to it. We comfort ourselves 
with the thought that nothing serious 
has happened yet. But inflations are 
cumulative and the present course of 
the economic trends is painfully like 
that of the first World War. 

The inflation forces are so cosmic, 
such a broad stream of movement both 
political and economic, that we seem 
almost helpless before them. Much of 
it is largely outside the realm of the 
banker. This inflationary surge, for 
example, comes when wage earners have 
just been winning a hard-fought politi- 
cal struggle for higher wages, shorter 
hours, more recognition, when farmers 
have been gaining some control over 
too-long-depressed farm prices. These 
movements run head on into inflation 
controls. That is a political situation 
about which the banker can do very 
little. The amount and character of 
taxation are also at the core of the infla- 
tion problem. The banker as a citizen 
shares responsibility with others in these 
areas but they are not in his special 
field. 

But one responsibility lies diectly at 
his door. It is the sale of government 
securities outside the banks in the great- 
est possible amounts to lessen bank 
credit inflation. Bankers are way out 
in front in getting this job done. They 
have made a fine start both in their own 
offices with their customers and in giv- 
ing leadership to the War Savings Bond 
organizations and the Victory Fund 
committees. 

We bankers shall have to be ready to 
buy for our banks the bonds not sold to 
others. But that is in many ways the 
easiest part of our task. Our greatest 
responsibility is selling bonds to the 
people. 
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Now Time to Overhaul Your 


Mortgage Portfolio 


UMMING up what I have in mind, 
it comes to this. The investment 
problem as far as time deposits are 

concerned will be relatively simple dur- 
ing the war years, partly because time 
deposits are not likely to grow appreci- 
ably, and partly because the investment 
medium will consist primarily of Gov- 
ernment bonds. 

On the other hand, many of our 
problems, present and potential, are 
hiding in the mortgage account, but by 
a fortunate combination of circum- 
stances opportunities to correct many 
of these situations are materializing, es- 
pecially in communities not too unfa- 
vorably affected by the war. 

As a means of measuring the magni- 
tude of the problem, as well as an aid 
in localizing it, 1 recommend a com- 
parative valuation of the portfolios of 
a group of banks using confirmation 
appraisals of properties selected by the 
sampling method. 

After the trouble spots are detected, 
I recommend the recasting or reorgani- 
zation of individual mortgages through 
painstaking and persistent negotiation 
with borrowers. This will generally be 
prudent, and patriotic, for bank and 
borrower alike. 


Trend of Savings Deposits 


In this war savings deposits in banks 
have increased negligibly if at all, while 
in the comparable period of the first 
World War, savings in banks increased 
25 per cent. This may be explained in 
part by the greater use of savings ac- 
counts in the last war to build up indi- 


By Irvin Bussing 
Director of Research, Savings Banks Trust 
Company, New York 


vidual balances for the purchase of war 
bonds, while today savings institu- 
tions are serving the Government more 
as merchants than as bankers. 

Funds are gravitating directly to the 
Treasury also because of (a) the higher 
long-term interest rate on War Bonds 
as compared with bank rates of inter- 
est, (b) a broader income tax base, 
which reduces the individual’s capacity 
to save, (c) the decentralization of in- 
dustry and population, which has the 
effect of moving people out of the range 
of convenient banking areas, and (d) 
the concurrent increasing popularity of 
pay roll deduction plans and the by- 
passing of banks which this system often 
involves. At a time when bank income 
is declining and expenses rising, the 
establishment of more branches to meet 
this latter situation is difficult indeed. 

The present trend of savings deposits 


‘‘Many of our problems, pres- 
ent and potential, are hiding in 
the mortgage account, but by a 
fortunate combination of cir- 
cumstances, opportunities to cor- 
rect many of the situations are 
materializing,’’ says Mr. Buss- 
ing in the accompanying article 
which is based on his recent ad- 
dress at the West Virginia 
Bankers Conference. 


THE BANKERS MAGAZINE for September, 1942 





may turn upward as the war goes on, 
especially if there develops a_prefer- 
ence in the public mind for a greater 
degree of liquidity than discount war 
bonds afford (as it well may, in case 
prices are not held down) ; but the near 
term outlook is for only a nominal in- 
crease in deposits. 


Investment Problem Remains 


This does not mean that banks are 
free of an investment problem. The 
normal run-off of existing loans and the 
amortization of mortgages will keep the 
question of investments prominently be- 
fore us. 

There is one type of investment which 
will be available in large amounts dur- 
ing the indefinite future, and that is 
Government bonds. I am not going to 
discuss the bond account except to say 
that the difference in yield between 
governments and _ other high-grade 
bonds of comparable maturity seems 
insufficient to compensate for the rela- 
tively greater risk among the latter. 
The management of a bond account 
today is largely a matter of selecting 
maturities, and this in turn is governed 
principally by one’s opinion as to the 
Government’s control over the money 
market. 


Shrinking Supply of Mortgages 


While it is true that the supply of 
Government bonds (being a measure of 
the cost of modern war) is likely to be 
plentiful during the next few years, the 
same cannot be said about residential 
mortgages, despite their suitability for 
the employment of savings deposits. 
During the immediate future, at least, 
the amount of residential construction 
will be limited, and the volume of new 
mortgage business greatly diminished, 
for reasons which are generally under- 
stood. 

Only one-eighth of the housing to be 
built during the next twelve months 
has been allocated to private enterprise. 
This amounts to about 200,000 units 
for the United States, or less than we 
built during the two worst depression 
years, 1932 and 1933, combined. And 


even this figure is subject to further 
reduction depending on the progress 
of the war. 


Existing Mortgages 


If the supply of Government bonds 
may be expected to take care of itself, 
and the outlook for new mortgage loans 
is not favorable, where does that leave 
us? I think it leaves us in position to 
put our banking houses in shipshape 
condition during this war period, in a 
manner to be described. 

About 7 per cent of the loans and 
discounts of all banks in West Virginia 
are considered substandard by bank 
examiners, state and Federal. Among 
all commercial banks in the United 
States, about 6.2 per cent of loans and 
discounts are so classified. You there- 
fore have a trifle more than the average 
amount of substandard assets. I wish 
we could have a breakdown of this 
classification by type of loan so we 
would know what proportion is repre- 
sented by mortgages; for it is mort- 
gages that I wish to discuss. But that 
figure is not available. 

Mortgages held by all West Virginia 
banks amount to about 43 per cent of 
total time deposits. I direct attention 
to mortgages because they present many 
important—although I think  some- 
times neglected—managerial problems, 
and also because I think many of the 
problems which lurk in the mortgage 
account may be eliminated during this 
war period. 

Many threatened weaknesses in the 
mortgage portfolio need never develop, 
and with proper managerial supervision 
are not likely to. I wish to touch 
briefly upon what I consider a desirable 
approach to one aspect of the problem 
of managing a mortgage account, with 
particular reference to this war period. 

First, there should be an overall com- 
parative valuation of the portfolio as 
a means of enabling management to de- 
termine how far it must go to put the 
account in good condition. This can 
best be accomplished by placing # 
valuation on the mortgage portfolios of 
a group of individual institutions, in 
a manner similar to the valuation of a 
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bond list. This step, strange to say, 
js rarely undertaken by lending insti- 
tutions . 

But. before a valuation can be placed 
on a portfolio as a whole, it is neces- 
sary to place a value on_ individual 
mortgages. In order to value a mort- 
gage. we ought to know at least four 
things about it: first, the appraised 
value of the underlying property: sec- 
ond, the status of tax and interest pay- 
ments: third, the amount of amortiza- 
tion, and fourth, the character of the 
borrower, or his attitude toward paying 
his debts. Most of this information is 
available. 

Appraisals are the great bugaboo. 
Bear in mind that our purpose is to 
arrive at a comparative valuation, or 
net sound value, of the mortgage port- 
folios of a group of banks, for bank 
oficers who want to look facts in the 
face. Such a group of bank officers 
would not object if a committee of in- 
dividuals in whom they had confidence 
appraised a representative group of 
their mortgaged properties, selected by 
application of the scientific method of 
sampling. It is perfectly possible for 
an appraisal committee of this charac- 
ter to arrive at a reasonably accurate 
estimate of the bank’s attitude toward 
real estate values. and, on this basis, 
either allow the bank’s appraisal fig- 
ures to stand. or apply whatever dis- 
counts the committee thinks proper. 

It would not matter if the appraisal 
committee was relatively bullish or 
bearish, since this would have no effect 
on the valuation sequence of the port- 
folios analyzed; and it is the sequence 
that we are after in this connection. 
However. I would recommend limiting 
the undertaking to residential proper- 
ties at the outset. where the factors that 
influence value are fairly obvious. 

If we can in this manner arrive at 
some reasonable method of determin- 
ing the degree of realism with which 
the bank values underlying real estate, 
the greatest hurdle is overcome, for the 
remaining data are indisputable. A 
mortgage either is chronologically in 
arrears, or it isn’t. Either it is amor- 
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“The decentralization of 
cities, a process well under way 
before the war, is being acceler- 
ated as a result of the war by 
the location of enormous war 
plants outside city limits. Some 
of these plants will be converted 
into peace-time use after the 
war. The rubber shortage is 
merely a temporary counter-irri- 
tant to this development, and 
will not basically alter the trend. 
As the decentralization process 
goes on, the value of many prop- 
erties within cities will be ad- 
versely affected, and therewith 
the overlying mortgages.”’ 





tized or it isn’t, and, if it is, the amount 
of amortization is known. 


Classification of Mortgages 


It should then be possible to classify 
mortgages according to the loan-value 
ratio. Each such major group may be 
broken down next into sub-groups as 
to the amount of arrears and the extent 
of amortization. A series of acceler- 
ating discounts may then be applied 
to mortgages in eac th sub- par category. 
Mortgages with a loan-value ratio of 
less than 50 per cent would probably 
be allowed at the full amount of the 
unpaid principal, while, at the other 
end of the list, mortgages whose un- 
paid principal exceeded 90 per cent 
of the appraised value of the property 
might be subject to a discount of, say, 
one-third of the unpaid principal before 
allocation of reserves, if any. The re- 
maining mortgages would fall between 
these two extremes. 

The mortgages of a group of banks 
with which I am familiar recently were 
classified in this manner, except that 
no confirmation appraisals were un- 
dertaken, appraisals made by the banks 
having been accepted at their face value. 
After “applying a scale of discounts to 
the classified mortgages the result was 
a reduction of about 9 per cent in the 
aggregate book value of uninsured 
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mortgage loans. The revaluation re- 
duced the collective capital account of 


these banks about one-third. 


Problem Mortgages 


Classification of mortgages for the 
purpose of valuation serves equally 
well to direct attention to the most 
urgent trouble spots in the portfolio. 
This brings me to the next point, 
namely, the methods of correcting 
weaknesses in individual mortgages. 

Of course, from the legal and the 
moral point of view the borrower is 
on the bond and is under obligation 
to pay, regardless of his equity in the 
property. With the softening of our 
moral fibre that has taken place in 
recent years, however, and an adoption 
by many individuals of the attitude 
that mortgagors (like the Federal Gov- 
ernment) don’t have to pay their debts, 
it has become necessary for lenders 
to negotiate with borrowers and effect 
various compromises. 

Every situation is a problem unto 
itself, but a number of institutions are 
following the policy of reducing the 
face amount of the mortgage if the 
borrower will make a lump sum pay- 
ment on the principal. Whether the 
write-down by the bank should be 
equivalent to or less than the lump sum 
payment by the borrower, or whether 
a write-down should be made at all by 
the bank, depends on the circumstances. 

In other cases it may seem prudent 
to rely on regular installments in the 
form of monthly amortization without 
a lump sum payment at the start. 

If it is necessary to offer the bor- 
rower some inducement, it may be 
found expedient to trade interest for 
amortization—that is, to grant a tem- 
porary reduction in the contract rate 
of interest in exchange for amortiza- 
tion. But where shall the trading 
start? Obviously nothing is gained by 
giving up 1 per cent interest for 1 per 
cent amortization. The bank can do 
this without even talking with the mort- 
gagor, by means of a memorandum ac- 
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count. One per cent reduction in jin- 
terest for 114 or 2 per cent amortiza- 
tion is about the maximum concession 
a bank can be expected to make. But 
by all means it is important to get 
something on the principal, however 
small. 


Delay Inadvisable 


It would be unsafe and unsound to 
delay this mortgage rehabilitation work 
on the supposition that a reduction in 
the amount of residential construction 
during the remainder of the war, plus 
a degree of inflation which may de- 
velop, will correct many unsound situ- 
ations in present mortgage portfolios. 
Such assumptions are unwarranted for 
the following reasons: 

(1) The decentralization of cities, 
a process well under way before the 
war. is being accelerated as a result 
of the war by the location of enormous 
war plants outside city limits. Some 
of these plants will be converted to 
peace-time use after the war. The rub- 
ber shortage is merely a_ temporary 
counter-irritant to this development, and 
will not basically alter the trend. As 
the decentralization process goes on, 
the value of many properties within 
cities will be adversely affected, and 
therewith the overlying mortgages. 

(2) Decentralization long ago 
stopped the rise of land values in con- 
gested areas. This will continue and 
may indeed be intensified. 

(3) New methods of construction 
and new materials are being developed 
in building and related industries at 
an accelerated pace under the stimu- 
lus of war. These methods and ma- 
terials are hastening the depreciation 
and obsolescence, and reducing the re- 
production cost, and thus the appraised 
value, of much existing real property. 

(4) Many mortgagors have money 
today; they did not have it yesterday, 
and they may not have it tomorrow. In 
the name of patriotism and sound eco- 
nomics, let us try to get it in the form 
of amortization now! 


Canada’s... 


Economic Policy in War 


ROM the day the war started, 

neither domestic financial consider- 

ations nor foreign exchange consid- 
erations have been allowed to affect in 
any way—in any obstructive way—the 
scope and character of our war effort. 
The war plans have come first, and 
financial measures have been designed 
to fit the pattern of those plans and to 
facilitate their successful execution. 

In September, 1939, there were many 
unemployed in Canada. Thus there 
was ample room for expansion of pro- 
duction, as well as large-scale enlist- 
ment in our armed forces. In these 
circumstances, the first war budget pro- 
vided for relatively moderate tax in- 
creases. Even at that time, however, 
the Minister of Finance stated that as 
the war progressed, as more and more 
of our men and women were absorbed 
in the struggle, and as production and 
expenditures increased, taxes would be 
raised to higher and higher levels so 
that we might follow, as far as practi- 
cable, a “pay as you go” policy. I 
think our citizens feel that the govern- 
ment is keeping its promise to tax heav- 
ily, although they do not complain of 
that fact. There is an understanding— 
instinctive in some cases—that the real 
costs of war, so far as a country such 
as Canada is concerned, must come 
almost in their entirety out of current 
production. We cannot escape that 
fact. whether we finance the costs by 
taxation or borrowing, or by inflation. 
Therefore, the government aims to 
cover total expenditure, as far as pos- 
sible, by taxation: to obtain borrowed 
funds, as far as possible, from current 
savings; and to keep bank financing of 


By G. F. Towers 


Governor, Bank of Canada 


government expenditures down to the 
lowest possible figures. I will explain 
very briefly what has taken place in 
these three departments of taxation, 
public borrowing and bank financing. 

Tax revenues in the fiscal year which 
ended on March 31, 1939, were $436 
million, and in the one which ended in 
March, 1942, about $1,360 million. In 
other words, tax collections have more 
than trebled since the war began. It 
is interesting to note that income taxes 
of individuals and corporations, includ- 
ing corporation excess profits tax, ac- 
counted for $510 million, or 55 per 
cent of the total increase in tax reve- 
nues. Excise tax on liquors and ciga- 
rettes, and excise duties designed to 
curtail imports from hard currency 
countries, and to curtail consumption 
of unessential articles at home, pro- 
vided additional revenues of some $236 
million. These levies, as you can see, 
accounted for most of the increase of 
nearly $1 billion. Only some 19 per 
cent of the total increase came from 
other tax sources. 


In this article, which is based 
on the author’s address before 
the Bankers Association for 
Foreign Trade, he considers 
Canadian war policy with re- 
gard to taxation, public bor- 
rowing, and bank financing. 
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Income Taxes Higher Than U. S. 


In view of the fact that Canada has 
found it necessary to raise personal in- 
come tax rates on various occasions 
since the beginning of the war, it is 
not surprising to find that they are a 
good deal higher than rates in the 
United States, except in the case of 
large incomes. Comparing a Canadian 
with an American resident in New York 
State, the married Canadian, without 
children, pays twice as much at the 
$10,000 level. a little more than twice 
as much at the $5,000 level, nearly 
three times as much at $3,000, and six 
times as much at $1,800. I should 
point out also that Canadian law does 
not allow any deduction for other 
taxes, and there are no tax exempt 
bonds in Canada. Our corporations 
pay a normal tax of 18 per cent on 
their standard profits—that is, the av- 
erage profits during the years 1936 
to 1939 inclusive—plus 791% per cent 
of the amount by which their profits 
exceed those of the standard period. 
There is a further provision that no 
corporation can pay less than 40 per 
cent of total profits. 


While governmental revenues have 
mounted, expenditures have grown 
even faster, from $549 million in 1939 
to about $2,950 million in the fiscal 
year which ended on March 31 last. In 
the former year, total revenues repre- 
sented 91 per cent of expenditures. In 
the latter year, 49 per cent. The bal- 
ance to be financed bv borrowing in 
various forms therefore increased from 
$50 million to about $1.500 million, 
and will increase still further during 
the present fiscal year. I need hardly 
say that all the increase in expendi- 
ture since the war began has been for 
war account, including our financial 
assistance to the United Kingdom. 
Peace-time expenditures have declined. 


While reference to war expenditures 
is necessarily made in terms of the 
dollar amounts involved, our real in- 
terest in such figures is based on the 
fact that they portray the scale of the 


war effort. In a great many lines of 
war production a really first-class job 


has been done in this country: and 
this job has not been confined to the 
simpler forms of instruments of war. 
Many of the more complicated things 
are being produced in Canada on a 
large scale, and with, I believe, a high 
degree of efficiency. 


Government Borrowing 


Turning now to the second field, the 
field of government borrowing, it has 
been the desire of the government to 
secure the widest possible distribution 
of its public issues. The First and 
Second War loans, offered during 1940, 
did in fact enlist the support of a 
large number of subscribers. The 
year 1940 also witnessed the inaugu- 
ration of the sale of War Savings Cer- 
tificates in denominations as low as $5. 
As the volume of borrowings increased, 
the endeavor to reach a large majority 
of the population was intensified. At 
the time of the First Victory Loan in 
June of 1941, a Victory Loan Commit- 
tee was set up. a number of full-time 
workers were drawn from the ranks 
of financial and other institutions, and 
provincial and local committees were 
organized. The drive was accompanied 
by great publicity, and was highly suc- 
cessful. The Second Victory Loan of 
last February followed the same _pat- 
tern, somewhat streamlined by this 
time, and produced a total of $845 mil- 
lion cash subscriptions from nearly 
1,700,000 subscribers. Translated into 
terms of U. S. income and U. S. popu- 
lation, these results could be compared 
with an American loan yielding $13 
billion cash from 20 million  sub- 
scribers. 

The National War Finance Commit- 
tee is now the body charged with the 
responsibility of selling to the public 
all forms of government obligations. 
Having in mind that the real savings 
which the government desires must 
come in relatively small amounts, but 
in tremendous totals, from the great 
mass of the population, the commit- 
tee faces a selling job of the most dif- 
ficult kind. In the United States you 
are faced with this problem just as 
we are here. A successful solution de- 
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pends on the creation of an organiza- 
tion of the most efficient type. “drawn 
from all sections of the community: 
depends on explanatory and patriotic 
publicity of a high order. and requires 
the widespread suppor! of labor and 
employers, indeed of everyone in the 
country, not only during certain pe- 
riods of the year, but all the year 
round. The rewards of success could 
be extraordinarily great. During the 
war. these rewards would be repre- 
sented by orderly abstention from con- 
sumption, and reduction of pressure on 
existing controls, as well as less need 
for further controls. Alter ‘& war, a 
satisfactory distribution of government 
debt throughout the population would 
be of incalculable help in solving the 
problems of the day. For all these 
reasons we attach the very greatest im- 
portance to the activities of the Na- 
tional War Finance Committee, and to 
activities of a comparable character in 
the United States. 


Summarizing to this point, 


I have 


referred to the government's desire to 
finance the war, as far as practicable, 


on the “pay as you go” basis. A 
trebling of tax revenue is an indication 
of what has been done in this respect. 
Even so, the gap between revenue and 
expenditure is inevitably very large. 
It is the desire to bridge this gap by 
borrowing the savings ‘ot the public, 
corporations as well as individuals, a 

most difficult task which will continue 
to require all our energies. To the 
extent that the gap is not fully bridged 
in this way, resort must be had to bank 
financing. Since the beginning of the 
war the government has sold issues ag- 
gregating $450 million direct to the 
banks. But this is not necessarily the 
true measure of bank financing. The 
best way to appraise this situation, I 
think, is to look at the figures of the 
chartered banks. Between August, 
1939, and February, 1942, Canadian 
Government security investments of our 
chartered banks increased by $510 mil- 
lion, or approximately 45 per cent. 
Deposits increased by $612 million, or 
24 per cent. These changes in the 
banking figures, while substantial 
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‘‘Comparing a Canadian with 
an American resident in New 
York State, the married Cana- 
dian, without children, pays 
twice as much at the $10,000 
level, a little mcre than twice as 
much at the $5,000 level, nearly 
three times as much at $3,000, 
and six times as much at 
$1,800.’’ 


enough, are not frightening. I hope it 
will be possible to make the same state- 
ment at the close of the war. 


Financial Relations with U. S. 


I would like now to turn to the sub- 
ject of our financial relationships with 
the United States and the United King- 
dom. This brings me immediately io 
the subject of foreign exchange control. 
When the war commenced. we knew 
that we would be faced with an ever- 
growing surplus of pounds sterling, 
and an ever-growing shortage of U. 5S. 
dollars. The reasons are obvious. We 
need great quantities of war materials 
and supplies from the United States. 
We must ship far greater quantities 
of munitions and supplies to the United 
Kingdom and all the fighting fronts. A 
person does not need to be an econo- 
mist to understand that if a country 
pays in cash, and sells on credit or 
gives its production away, its financial 
problems are liable to become acute. 

Facing these problems, we instituted 
foreign exchange control on September 
16, 1939. The first objective of con- 
trol was to prevent the export of capi- 
tal. Such a would have con- 
sumed U. S. dollars which we desper- 
ately aie for other things. I am 
not going to go into details, but will 
only say that exchange control has 
worked. It has produced stability in 
exchange rates, and thus helped to sta- 
bilize prices. It has been a major 
factor in preserving stability in the bond 
market. It has, on the one hand, pre- 
vented export of capital, and, on the 
other, given us the machinery for econ- 
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omizing in the current use of U. S. 
funds. But it has not been used to 
saddle any of our burdens on the other 
fellow. All our foreign commitments 
have been met. Moreover, non-resi- 
dents, except of course those in enemy 
or enemy-occupied countries, have been 
able to exchange their Canadian dollar 
income into the currencies of their own 
countries, through the board at off- 
cial rates. The people mainly affected 
by this policy are, of course, residents 
of the United States. And I should 
point out that the ability to obtain U.S. 
dollars at official rates relates not only 
to income from Canadian domestic 
bonds and stock or real estate. It also 
relates to the profits of branches or sub- 
sidiaries of U. S. companies. These 
profits have been transferable in full, 
and in the vast majority of cases have 
in fact been transferred in full. So we 
are not accumulating any debts to em- 
barrass us in the future. We are pay- 
ing our way. In the process we have 
had to cut down on non-essential im- 
ports, to forego pleasure travel, and 
to economize in the use of U. S. dollars 
in many other ways. These curtail- 
ments helped us to survive but did 
not obviate a steady using up of our 
available U. S. dollar resources. 
Something had to be done about this 
problem, and that something took the 
form of an agreement between the Pres- 
ident of the United States and the 
Prime Minister of Canada a year ago. 
In terms of that agreement the United 
States agreed to buy a considerable 
quantity of war supplies from Canada 
—guns, ships, chemicals, metals such 
as aluminum and nickel—and many 
other things. It was our hope, and a 
hope which I believe will be realized, 
that the value of the war materials pur- 
chased from us by the United States 
would come close to the cost to us of 
war materials and supplies which we 
have to obtain from the United States, 
and for which we naturally pay U. S. 
dollar cash. In essence, this is a swap 
of war supplies. As such, it can clearly 
be defended in principle as being in 
the best interests of both sides. It is a 
practical working agreement, and so 








long as it does in fact work, we shall 
be able to carry on. It was not, of 
course, operative to any great extent 
in 1941, and during that year our U.S, 
dollar resources declined by $142 mil- 
lion. Our sales of war materials to the 
United States during 1942 should be 
considerably larger than they were in 
1941, and we therefore hope that we 
shall come closer to a balancing of ac- 
counts than we did last year. 


Financial Relations with United 
Kingdom 


Our financial relationships with the 
United Kingdom and the rest of the 
sterling area constitute the other side 
of our picture. It has been necessary, 
since the beginning of the war, to make 
sure that no lack of Canadian dollars 
kept the United Kingdom from buying 
all the things which they needed to ob- 
tain in Canada. They were, of course, 
in receipt of certain Canadian dollar in- 
come from proceeds of exports to this 
country, from interest and dividend 
receipts, shipping income, and so forth. 
But the sum total of this income only 
provided a relatively small portion of 
their requirements for purchases from 
Canada. Their deficit, from the out- 
break of the war until the end of Feb- 
ruary, 1942, amounted to approxi- 
mately $1,770 million. This deficit 
has been financed in three ways. In 
the early stages of the war—that is, 
up to December, 1940—we received 
partial payments in gold. The total 
involved, namely, $250 million, was 
used by us to reduce our deficit with 
the United States. Secondly, the Ca- 
nadian Government and the Canadian 
National Railways prepaid their bonded 
debt held in the United Kingdom, and 
this, together with some repatriation 
of Canadian securities, accounted for 
approximately $820 million. The bal- 
ance of the deficit to the end of Febru- 
ary last was covered by a $700 million 
loan from the Canadian Government 
to the Government of the United King- 
dom—a loan which is non-interest- 
bearing for the duration of the war. In 
March, Parliament authorized a gift of 
$1 billion to the United Kingdom, this 
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amount being estimated to be sufficient 
to cover their deficit in Canada until 
early next year. While the gift is 
phrased in dollars, you can understand 
that the real meaning of the transaction 
is that Canada is making a contribution 
of guns, tanks, aircraft, other munitions 
of war, foodstuffs, and supplies to the 
full extent that these things are needed 
by other parts of the Empire. In effect, 
the basis on which we are now operat- 
ing is this: We are dedicated to a war 
effort which, to the best of our knowl- 
edge and ability, is an “all-out” one, 
providing men and equipment for our 
armed forces on land, on the sea and 
in the air, and providing, as well, large 
quantities of equipment and supplies for 
the United Kingdom and other members 
of the United Nations. Financial con- 
siderations do not enter into this pic- 
ture, with this single exception: that 
to enable us to pay for war supplies 
from the United States we need to sell 
some war supplies to the United States. 


Canadian Price Policy 


Before closing, I would like to refer 
to a policy of major importance which 
was adopted in Canada about eight 
months ago, and which has received 
considerable attention in the United 


States. It was the policy of putting 
a ceiling on wages and prices. By last 
October it was realized that, in spite 


of high taxation and the encouragement 
of voluntary savings, the growing vol- 
ume of purchasing power in the hands 
of the people was certain to lead to ris- 
ing price levels and rising wage rates 
unless preventive measures were 
adopted. We knew that once an in- 
flationary movement got under way it 
would go far. We knew that it would 
be bound to cause such disruption that 
the efficiency of our war effort would 
be seriously impaired, and our post- 
war problems aggravated to an intol- 
erable extent. One must know and be- 
lieve these things in order to have the 
courage to embark on a wage and price 
ceiling policy. I believe that we were 
the first of the democratic states to do 
so. The price ceiling policy is admin- 
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*‘Since the beginning of the 
war, the Government has sold 
issues aggregating $450 million 
direct to the banks. But this is 
not necessarily the true measure 
of bank financing. The best 


way to appraise this situation, 
I think, is to look at the figures 


of the chartered banks. Be- 
tween August, 1939, and Feb- 
ruary, 1942, Canadian Govern- 
ment security investments of 
cur chartered banks increased 
by $510 million, or approxi- 
mately 45 per cent. Deposits 
increased by $612 million, or 24 
per cent.’’ 





istered by the Wartime Prices and 
Trade Board, and I recall that, when 
the chairman of the board took up his 
new duties, his first remark was that 
there were one hundred reasons why a 
price ceiling could not be made to 
work, but in spite of these reasons the 
board was going to make it work. That 
is the only way in which a problem of 
this kind should be approached. The 
board has hewed to the line, and has 
released practically nothing from the 
ceiling. It has made great efforts to 
apportion the burden fairly amongst 
the various factors of industry and 
trade. It has and will continue to ar- 
range for rationalization of production 
and distribution, for simplification of 
output and other things which serve 
to reduce costs and so enable goods 
to be sold under the ceiling. The de- 
vice of rationing will be used if this is 
the only way in which a fair distri- 
bution of scarce supplies can be in- 
sured. Production will be subsidized 
if it turns out that this is the only way 
in which goods can be sold within the 
limits of the price ceiling. Because of 
past history in various countries, sub- 
sidies, I know, are a cause of worry, 
and obviously they present problems 
in respect to control of profits and in 
respect to the things to which they 
should be applied. Having said that 
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‘‘What we genuinely desire 
is that the policies of our two 
countries should be such as to 
promote the maximum possible 
war effort within the shortest 
possible time: that they should 
be such that after victory is 
achieved both countries will 
find themselves in good shape 
to handle their post-war prob- 
lems, and to co-operate with 
vigor and good friendship in 
the reconstruction of a peace- 
ful world.’’ 


on the subject of subsidies, I believe 
that one has said everything. To re- 
fuse to subsidize, at the cost of losing 
control and opening the door to a 
major degree of inflation would be 
nothing less than madness. It would 
represent a cost immeasurably greater 
than the subsidies themselves could 
ever be. 

Needless to say, the price ceiling 


policy would not have the slightest 
chance of success if wage rates in gen- 
eral were allowed to rise, nor, indeed, 
if any section of the community were 
permitted to improve its position ver- 
sus other sections of the community by 


means of an increase in prices. Human 
nature being what it is, there are a 
good many people who heartily indorse 
the principle of wage and price ceil- 
ings. but feel that their particular case 
is an exception to the rule. I believe. 
however, that there has been general 
and genuine support of these policies 
throughout Canada, and that the War- 
time Prices and Trade Board have re- 
ceived magnificent codperation. 

You can readily understand that the 
adoption of an over-all price ceiling 
policy in the United States was a very 
helpful thing from our point of view 
It would have been nothing short of 
a disaster if the United States had de- 
cided to throw up its hands and aban- 
don itself to inflation. Canada is a 
small country, and we know that our 


difficulties in administering policies of 
the character under discussion are not 
so great as they are in the United 
States. We are watching your efforts 
with the keenest and most sympathetic 
attention. Self-interest is obviously in- 
volved in our concern with what trans- 
pires south of the boundary line, but 
it is not a form of self-interest of which 
anyone need feel ashamed. What we 
genuinely desire is that the policies of 
our two countries should be such as to 
promote the maximum possible war ef- 
fort within the shortest possible time: 
that they should be such that after vic- 
tory is achieved both countries will find 
themselves in good shape to handle 
their post-war problems, and to codép- 
erate with vigor and good friendship 
in the reconstruction of a_ peaceful 


world. 
© 


CENTRAL BANKS IN JAPANESE. 
OCCUPIED COUNTRIES 


INFORMATION about the fate of cen- 
tral banks in Japanese-occupied coun- 
tries is very vague, but it seems certain 
that the Bank of the Philippine Islands 
and the Java Bank are allowed to con- 
tinue to function under Japanese con- 
trol. At the same time, the occupation 
armies issued ‘military yen’ notes in 
every country they invaded. These 
notes have been printed well in advance 
of the invasion, and they are made to 
look very similar in shape, size, color 
and design to the respective currencies 
of the various conquered countries. The 
death penalty has been decreed by the 
Japanese military commander against 
anyone who refuses such notes, or 
spreads rumors tending to undermine 
confidence in them. The issue of such 
notes constitutes, however, merely a 
temporary measure. There is reason to 
suppose that the Japanese Government 
intends to use the various existing note 
issuing authorities, or to create new note 
issuing authorities in their place, all 
under the supreme authority of the Bank 
of Japan.—Paul Einzig in “The 
Banker.” London. 
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"But that house 
wasnt there 10 hours ago!" 


Here’s the story of a lumber merchant 
who thought he ought to do something 
about war housing. “In ten hours,” he said 
to the U. S. Navy, “I can put up a six-room 
house, ready for occupancy, complete to 
the last curtain rod and brick in the fire- 
place—not a portable, mind you, but a 
finished, livable residence.” 

The Navy replied: “Show us." He did— 
in nine and one-half hours flat, before as 
critical a quorum of housing experts as 
could be mustered in the nation’s capital— 
and got the government order. 

But — this twentieth - century Aladdin 


needed to buy in volume to create his pre- 


fabricated wonder-house on the large scale 
required. He could have credit, certainly, 
but he wanted to buy for cash to speed the 
whole operation and to retain complete 
initiative in determining when, where and 
how to make his purchases. His local bank 
called in the Chase; a substantial loan was 
made quickly to the manufacturer—in 
which our correspondent bank, of course, 
participates. Now, every day, rows of houses 
are springing up where vitally needed. 

This is but one among hundreds of actual 
instances where bank loans are definitely 
speeding, simplifying, furthering the war 
effort along the industrial front. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
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The Banker .. . 


Goes to War! 


S bankers we have heavy responsi- 

bilities in connection with winning 

this war. The economic world is 
badly upset. People are inquiring of 
the banker as to the future. One of 
my banker friends, when asked what 
he was doing about today’s business 
conditions, replied: “Just about what 
we do on a sleety day: we take short 
steps but we keep on walking.” 

Every man as he looks in the mirror 
each morning while shaving should 
say: “What more can you do, old 
fellow, to help your country?” Every 
woman, as she busies herself about her 


duties, should ask the same question. 
But asking the question is not enough. 
We must translate our thoughts and our 


desires into action. People constantly 
ask themselves and each other, “But 
what can I do?” And there is an an- 
swer, for there are a number of things 
that each of us can do. There aren't 
any side lines any more. None of us 
must think of ourselves as mere spec- 
tators. In the first World War, a favor- 
ite slogan was, “Do your bit.” But 
doing one’s bit in this great crisis is 
not nearly enough. 

For ten years there has been a con- 
flict between the New Deal and _busi- 
ness. Such a conflict has nothing to do 


The accompanying article is 
a condensation of an address 
by Mr. Law at the annual con- 
vention of the American Insti- 
tute of Banking. 


By F. M. Law 
President, First National Bank, 


Houston, Texas 


with winning the war. and a_ truce 
should be declared. How foolish for 
business and Government to fight each 
other instead of presenting a_ solid 
front against our common enemy, the 
Axis? Hitler declared in his book, 
Mein Kampf, that America would be 
destroyed from within. But never was 
there greater unity in America than 
exists today. Pearl Harbor accom- 
plished that. We realize that the 
strength of the pack is the wolf, and 
the strength of the wolf is the pack. 
The case of private banking is on 
trial before the bar of public opinion. 
Unless we measure up to the demands 
of this war we are doomed. By that I 
mean that banking will be socialized. 
The record we are making is good. 
Time and again the Government has 
acknowledged the effective and _patri- 
otic service which banking and bankers 
are rendering. We have been cooperat- 
ing with the war effort and we are be- 
coming more and more important seg- 
ments in the war economy. We have 
won citations from the Government for 
distinguished service for aid in selling 
war securities to the public, for liberal 
purchases of these securities for our 
own account, for the very efficient man- 
ner in which we have set up credit to 
finance war contracts, for codperation 
in regard to the food for victory cam 
paign. and for aiding to the extent of 
our ability in the Government's fight 
against inflation. Gone is the day whea 
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F. M. LAW 
President, First National Bank, Houston, Texas 


bankers were going down the back 
streets to avoid insults. 

Private banking should survive. It 
is a part of our democracy. It has 
always supported the American system 
of free enterprise, and I admonish 
young bankers to study the history of 
banking. You will learn with pride 
that banking has been the hand-maiden 
of Government and its valuable ally in 
every crisis. We intend to rise to new 
heights today and tomorrow. 

The banking profession is difficult 
and involved. Those who are looking 
for an easy course had better choose 
some other field. It is a science which 
constantly changes. You will never 


get through learning as long as you 
stay ina bank. You are in a field that 
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calls for a high order of intelligence 
and character. Authorities say that 
the average person never attains more 
than 15 per cent of his maximum men- 
tal capacity, but you do not propose to 
be an average person, do you? You 
may never get rich, but you will have 
many compensations. 


We Have Grown Soft 


We have grown soft and lazy and 
selfish over the years, and a program 
of sacrifice will help to make us lean 
and hard once more. To get back to 
the old-time principles of thrift, hard 
werk and sacrifice will strengthen char- 
acter. As Mr. Donald Nelson re- 
marked, “America was built the hard 
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‘*You will never get through 
learning as long as you stay in 
a bank. You are in a field that 
calls for a high order of intelli- 
gence and character. Authori- 
ties say that the average person 
never attains more than 15 per 
cent of his maximum mental 
capacitv, but you do not pro- 
pose to be an average person. 
do you? You may never get 
rich, but you will have many 
compensations.’’ 


way, not the easy way. Everything we 
have won was won because somewhere 
along the line there were men who were 
willing to do things the hard way. 
Those things can be kept only as they 
were won—the hard wav.” Assuredly 
we will come out of this war much 
poorer in material assets, but that will 
not be fatal if we come out richer in 
spiritual values. 


Many of us will not get into uniform. 
but we can work and plan and sacrifice 


without limit. Then, and only then. 
can we say to ourselves and to the 
world that we, too, fought, and the 
soldier returning from his perils and 
privations will say of us that we were 
right guys. 
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IDLE SILVER 


GOVERNMENT and business in the United 
States have been doing something for 
silver for a long while; isn’t it about 
time for silver to be doing something 
for government and business in the 
United States? This country is in the 
absurd position of having on hand far 
more silver than it can profitably use 
and at the same time having a serious 
shortage of silver needed for industrial 
and commercial purposes. It does not 
help matters to know that to some such 
end our indefensible silver-buying policy 
has inevitably tended ever since it re- 
ceived the legislative sanction of Con- 


The 
Federal Reserve Bank 
of Boston 


By 
JosEPH H. TaGGART 


ERE for the first time in book 

form is a complete treatise on 
the history, economic background, 
organization and operation of the 
Federal Reserve Bank of Boston. 
It is one of a series of investiga- 
tions into various phases of bank- 
ing history undertaken by the 
faculty and graduates of Columbia 
University. 


The author, who is on the fac- 
ulty of the University of Kansas, 
is a native of Massachusetts. Be- 
sides a careful study of all of the 
available data, he has supplemented 
his research with personal inter- 
views with officials of the Federal 
Reserve Bank and Boston bankers. 


The book contains 75 tables and 
15 charts. The price is $5 deliv 
ered. Examine a copy on 5 days’ 
approval. 


Price $5 delivered. 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of 
“The Federal Reserve Bank of Boston” 
by Joseph H. Taggart. At the end of 
5 days I will either remit $5 or return 
the book. 
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gress.—New York Sun. 
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Dangers of the Part-Time 


Trust Department 


HERE are probably few bankers 

who, having developed a good vol- 

ume of profitable banking  busi- 
ness, have not been smitten, at some 
time or other, with the ambition to add 
a trust department to their banks. This 
ambition invariably springs from twin 
motives—enlarged service to the public 
and profits to themselves. Then, too. 
the addition of trust facilities to their 
general banking service gives them a 
sort of grown-up feeling in having au- 
thority to offer to the public all of the 
services stipulated in their charter. For, 
as a matter of fact, all bank charters in 
Illinois contain trust powers at the time 
of issue; but the authority to accept 
and execute trusts is withheld until 
they qualify under the Illinois Trust 
Companies Act by making application 
to, making the required deposit of secu- 
rities with, and receiving from the Au- 
liter of Public Accounts, a_ special 
certificate of authority to exercise trust 
powers. 

And so, on a number of occasions 
down through the years, bankers have 
come in with the rather chesty an- 
nouncement, ““We think we have reached 
a point where we should have a trust 
department.” As a general rule they 
have made a prettty thorough survey 
of their communities and have a fairly 
good idea of the amount of trust busi- 
ness they can gather in as a nucleus. 
It is when asked what preparations they 
have made to handle the business that 
they become a bit vague. 


Working Out Details 


“Well, we haven’t worked out any of 
the operating details yet.” is the most 


By Arthur C. Lueder 


Illinois Auditor of Public Accounts and 


Superintendent of Banking 


frequent reply. “We sort of figured on 
gradually working into it. Now there’s 
young Jiggs, our assistant cashier. He’s 
been with us for five years and is going 
right to the front. He’s had two or 
three years at the University, he’s a 
glutton for work, makeg friends and 
gets along with the customers fine, and 
he’s been studying up on trusts lately. 
For a starter he could find enough spare 
time to look after our trust business 
until we could afford to make it a full- 
time job.” 

Now, as a matter of fact, young Jiggs 
isn’t the man for that trust department 
and he won’t be until he has had at least 
four or five years of good, hard, prac- 
tical training in trust management and 
accounting, reinforced with a general 
knowledge of trust law. Given that. 
Jiggs might be ready to start operating 
on his own, for by that time he would 
at least know how to “size up” his 
trusts and some of the danger spots in 
the trust business. By “sizing up” a 
trust we mean the careful analysis of the 
indenture or order declaring the trust, 
that will bring out its full meaning, 


In the accompanying article 
taken from his monthly bulletin 
to Illinois bankers, Superintend- 
ent Lueder warns against start- 
ing a trust department without 
a trained and experienced man- 
ager in full-time charge. 
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‘It is a grave mistake for any 
bank management to regard and 
treat its trust department as a 
*‘corner filler.”’ It might turn 
out to be just the opposite and 
become a ‘‘corner hole’’ through 
which bank profits would dis- 
appear as ‘‘trust department 
operating losses’? or worse yet, 
from which heavy damage judg- 
ments might emerge through 
careless administration.’’ 


particularly the stated and implied du- 
ties and obligations of the trustee. 
Place a trust indenture before any 
banker untrained in trust work, have 
him read it and determine what it re- 
quires of the trustee—then have an ex- 
perienced trust man “size up” the same 
instrument, and the difference will be 
surprising. 


Part-Time Attention Not Enough 


It is quite true that bankers without 
any special training in trust manage- 
ment have operated trust departments 
in a small way for a number of years 
without trouble cr loss; but there can 
hardly be enough profit in that kind of 
operation to justify the bother, and 
there is always the ever-present danger 
of damage judgments against the bank 
from oversights, faulty judgment, or 
carelessness, that may be expected as a 
result of lack of experience and part- 
time attention. 

It is a grave mistake for any bank 
management to regard and treat its trust 
department as a “corner filler.” It 
might turn out to be just the opposite 
and become a “corner hole” through 
which bank profits would disappear as 
“trust department operating losses,” or 
worse yet, from which heavy damage 
judgments might emerge through care- 
less administration. 

While the banking and trust business 
have much in common, and while banks 
are probably better organized to handle 
trusts than any other corporation, with 
the exception of a trust company, the 
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banking and trust businesses are dis. 
tinctly different. This difference begins 
simultaneously with the relationship 
between the corporation and the cus. 
tomer. When a bank accepts a com. 
mercial, savings or other normal form 
of deposit, it becomes the debtor of the 
depositor, who loses title to the money 
or thing deposited and becomes a gen- 
eral creditor of the bank. When a per. 
son enters into a trust relationship with 
a bank, the bank does not become a 
creditor for the property committed to 
it but a trustee and legally obligated 
to hold the property accepted from the 
customer (trustor) in its original form 
until disposed of pursuant to the terms 
of the trust agreement. If the trust 
agreement or other form of trust instru- 
ment provides for the conversion of the 
original property into other forms of 
property, the converted property goes 
back into the trust to replace and be 
held on the same basis as the original 
until either distributed, again converted 
or returned to the beneficiary of the 
trust exactly as provided by the trust 
agreement. 

For instance, when a person deposits 
$1,000 in a bank to the credit of his 
checking account, the bank’s legal obli- 
gation will be completely discharged 
when it returns $1,000 to the depositor 
or pays it out on his order. Whereas, 
$1,000 deposited in the trust depart- 
ment might involve a whole series of 
duties and obligations on the part of 
the bank calling for alertness, judgment 
and discretion to a degree that only 
special training and experience could 
supply. 

In the light of our experience, it 
seems unfair to thrust the responsibili- 
ties of a newly organized trust depart- 
ment upon a bank officer untrained and 
inexperienced in trust operation; and 
adding the further handicap of making 
it a part-time job. If sufficient business 
is available to make the venture at all 
worth while, an experienced trust man 
will develop it a great deal more rapidly 
and safely than an untrained bank 
officer giving it only part of his time 

It is no secret that during the depres 
sion years the courts and this depart 
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ment had their hands full of problems 
emanating out of mismanaged trust 
departments; and we might add in 
passing, our own impression that the 
courts are inclined to deal quite sternly 
with the shortcomings of corporate 
trustees; and rightly so, for the public 
has a right to expect that the human 
lapses and frailities that might be ex- 
pected from an individual trustee, and 
perhaps condoned to some _ extent, 
should be entirely eliminated from a 
corporate _trusteeship. Twenty-five 
years ago, while corporate trusteeship 
was not new, it was just beginning to 
expand as a public utility and like many 
other expanding public services much 
of the expansion was in inexperienced 
hands. However, from this inexpe- 
rience we gained experience and today 
the exacting requirements of trust 
operation are pretty generally under- 
stood. Where in former years trust 
accounting was generally carried on in 
a haphazard manner, today it is well 
standardized and usually under rigid 
audit control. Where formerly invest- 
ment policies and trust administration 
were dominated by one individual, trust 
officers now operate under the direction 
of committees to study and supervise 


each phase of the trust department’s 
operations. 

And so, in spite of the sins of com- 
mission and omission history has 
charged to corporate trusteeships, we 
believe that corporate fiduciary service 
offers a real public benefit that should 
be made as widely available as possible, 
but only when its management is in 
trained and experienced hands. 


© 


ABOUT SILVER 


WE have the absolutely grotesque busi- 
ness of the Government buying up all 
the domestically produced silver, pay- 
ing an outrageous price for it, and put- 
ting it away where it cannot be used, 
while the war production is hampered; 
and while a large private industry, 
unable because of war shipping hazards 
and restrictions to obtain silver from 
foreign producers, faces ruin. 

Here is a prime example of how a 
regional political bloc—in this case the 
silver Senators—imposes its will upon 
the rest of the country for purely selfish 
reasons.—The Evening Sun _ (Balti- 
more. ) 


THE BANKERS MAGAZINE for September, 1942 





A Speech Training 
Program for Field Men 


By Hillary J. Bailey 


HE management of our company 

looks to its field men to discharge 

three responsibilities: to dispense 
product information, to establish a 
clearer understanding of sales policy, 
and to generate enthusiasm within the 
men so that they will do a good satis- 
factory job of merchandising in their 
territories. 

Some time ago our general sales 
manager, James Forrestal, came to the 
conclusion that it would be good busi- 
ness to extend that conventional pro- 
gram in two directions. The first of 
these was to find out what the salesmen 
knew about the product and, second, 
to give them more constructive instruc- 
tion of a specialized nature. The sec- 
ond phase included a definite thought 
on speech training. 

The first step taken was to invite 12 


Since most ideas are trans- 
mitted through the spoken word, 
the importance of speech train- 
ing for all representatives who 
come in contact with the public 
is obvious. This applies to bank- 
ing as well as to business. The 
author of this article is con- 
nected with Afga Ansco Divi- 
sion of General Aniline & Film 
Corporation of Binghamton, 
N. Y. It is reprinted in part 
from the Executives Service 
Bulletin of the Metropolitan 
Life Insurance Company of New 
York. 


field men, selected because of their 
known speaking activities, to appear at 
the home office for a two-week re- 
fresher course in all phases of their 
work. They were instructed to bring 
along a three to. five-minute written 
sales speech outlining what they say: 

(a) Over the counter to a prospective 
dealer, or 

(b) To a dealer whose sales _pro- 
gram needs promotion, or 

(c) Over the footlights to a group, 
large or small. 

Of the 12, only three appeared with 
their papers prepared. The others J 
stated that they were unable to place 
on paper what they had in their minds. 

At the first study session the manu- 
scripts were collected. Then each man 
was asked to say, for the benefit of the 
group, either what was on his paper or 
what he would have said had he writ- 
ten a paper. Two stenographers were 
present to record each speech. No 
comments of any kind were permitted, 
either in the way of compliment or 
criticism. This was done in order to 
eliminate as many of the stage-fright 
factors as possible. 

After each man had delivered him- 
self of his remarks, all of which were 
predicated on his own field methods 
and on his own experience, it was ex 
plained that the two stenographers 
would collaborate and return a tran 
scription. If the two girls, trained to 
listen to speed, failed to get what was 
said by each of the speakers, then it 
was certainly fair to assume that a cus 
tomer or prospect who might be listen 
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ing with other things on his mind could 
not be expected to comprehend even 
as much. 

With return and review of the tran- 
scriptions, each man without exception 
vigorously insisted that he had not said 
what the stenographers had taken down. 
As a matter of fact, they recommended 
that both girls be fired without delay! 

Next, as a check on performance, the 
group was taken to a sound-recording 
room and each man was directed to 
repeat his speech into the microphone 
of an electric recording set. Later, 
when the recordings were played back 
so that each man could hear himself, 
each one reluctantly admitted _ his 
amazement—and in some cases his cha- 
grin—that he had made any such re- 
marks as came to him from the record. 

This experiment made the group 
eager and anxious to practice a series 
of exercises devised to improve their 
speech quality. The program included 
pronunciation, inflection, and reading 
exercises. Proper breathing was 
taught, together with correct posture 
and pantomime. In addition, syn- 
onym study. idea retention, vocabulary 
building, and organization of material 
were explained and rehearsed. 


From that time to this, the instruction 
has been repeated with variations, and 
the experience of the initial meeting 
still lingers in memory as a very valu- 
able guide. At that session one of the 
men exceeded his five-minute speech al- 
lotment by 12 minutes, while his audi- 
tors listened in a state of mind that by 
no stretch of the imagination could be 
called easy or comfortable. When he 
finished and was asked if he reads very 
much, he made an affirmative reply, go- 
ing on to say that he reads a whole 
newspaper in from five to ten minutes 
—just hits the high spots. 

Another man spoke his piece in only 
349 minutes, and when questioned as 
to the extent of his reading, answered 
that he reads a great deal but very 
slowly, adding that he and his wife read 
aloud to each other almost every day. 

Reference to the stenographic tran- 
scriptions showed that the first man had 
repeated over and over a small group 


of words which conveyed no definite 
thought, actually repeating one sentence 
thirteen times. The second man told his 
story simply and forcefully, and rarely 
repeated the same words twice, except 
in a different context. 


Reading Habits Influential 


The difference between the two was 
largely the difference between their 
reading habits, for in my opinion read- 
ing habits influence speech habits more 
than any other single factor. 

From our experience to date in 
teaching effective speech to our field 
men, seven vital admonitions seem im- 
perative to the planning of future 
training. 

Training in speech is much more 
necessary for our men than we have 
realized. To fill our company repre- 
sentatives full of product information, 
sales ideas, and enthusiasm, is not suf- 
ficient unless these men in their turn 
are capable of explaining the ideas and 
can promote the program to the cus- 
tomers. After all, the chief function of 
the salesman is to carry to the con- 
sumer the message prepared by his 
home office. He can do that only with 
speech, advertising, and letter writing. 
of which the latter two are but sym- 
bolic substitutes for the first. 

Accepted academic speech training 
suitable for undergraduate consump- 
tion does not meet the requirements for 
the training of salesmen unless it is 
substantially reorganized. Salesmen 
are not interested in elocution if they 
recognize it as such. In my opinion, 
many of the popularly written instruc- 
tions on how to acquire speech fluency 
in six easy lessons do not contribute 
very much to our special purposes. 
They say too much about feeling and 
not enough about how it is done. Emo- 
tion has its place, but not to any appre- 
ciable amount in merchandising our 
preduct. There is no question that 
it is entirely in order to tell a man 
that he must get into the swing of 
things. That he knows, but what he: 
wants to know is how it is done. 

Amateur speakers should rarely 
criticize amateur speeches. The person 
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criticized invariably resents the opinion 
of his peers. He is much more recep- 
tive to the admonition of someone who 
he feels to be more experienced and 
more competent. 

For that reason it is most important 
that the instructor be so competent that 
what he presents may be imitated. The 
best teaching has always been that 
which shows the student how. Further- 
more, the instructor must not only know 
good speech technique and be able 
to demonstrate it, but he must know 
very well the product to be sold and the 
accepted philosophies on salesmanship. 
Unless the instructor can show how to 
blend these elements, the material pre- 
sented seldom codrdinates. 

For a man to be able to say some- 
thing he must have something to say. 


And it is astonishing to observe how 
few have anything worth while to say 
—an observation which, of course, does 
not include our representatives- 

Incorrect habits of speech acquired 
over 25 or 30 years cannot be entirely 
corrected in a program of extensive 
study running through only one or two 
weeks. Speech training must extend 
over many months. For that reason, a 
program must be fitted into each man’s 
regular daily duties, and furthermore, a 
check must be made by the home office 
to assure that the program is being car- 
ried out. 

To sum it up, our program of speech 
training has perhaps shown us more 
things not to do than things to do, but 
even that has been found to be worth 
while. 
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Vast Post-War Demand for 
Goods Expected 


VAST post-war public demand for 
Danes is seen by the Chamber of 

Commerce of the United States in 
the results of a preliminary survey of 
consumer markets just completed. 

[he sample canvass is being followed 
vy a nation-wide survey, already under 
way, as a part of the Chamber’s war 
effort, which is directed primarily to 
aiding industry in its war production 
efforts. 

“While the first job of business is to 
win the war as quickly as possible.” 
says Eric A. Johnston, Chamber presi- 
dent, “we must not overlook the fact 
that when peace comes we shall have 
to turn to the every-day task of supply- 
ing the nation’s accumulated wants and 
in doing so furnish jobs for the millions 
who will be released from the armed 
services and from war production. 

“The Chamber has in its membership 
both large and small business enter- 
prise. It is made up predominantly. 
however, of small business concerns 
and, therefore, is vitally interested in 
their plight. We believe that these 
studies of post-war markets will be of 
great benefit to small business concerns 
as well as large ones. 

“The nation-wide survey, now under 
way, which will be kept up to date cur- 
rently, will seek to furnish government 
and industry with current facts on post- 
war consumer needs and potential pur- 
chasing power, together with the time 
and requirements “for reconversion of 
industry to meet the demands of a re- 
newal of peacetime production.” 

“We hope.” said Mr. Johnston, “to 
ascertain facts that will make easier the 
huge re- employment task that will fol- 
low the ending of the war. Theories 
have their proper place in post-war 


planning, but the problems that peace 
will bring to American industry and to 
the country as a whole will be solved 
only on a foundation of facts. 

“The survey is divided into two 
phases—consumer research and specific 
industrial research. First to be analyzed 
will be the post-war market. Then, the 
market analysis will be translated into 
terms of raw materials, plant capacity, 
machine tools, and labor required to 
meet the demands of consumers.” 

It was decided to undertake the proj- 
ect on a comprehensive national basis 
after the test survey had disclosed that: 

The public seems to be acutely conscious 
of things it would like to buy and almost 
certainly would buy within the next six 
months if the war should end tomorrow. 

Four-fifths of the people interviewed said 
they are now ready to make one or more 
purchases of certain specified articles if 
it were not for the war. 


The test survey also revealed that 
most people are not—on the basis of 
present savings—counting on 
for cash. 

“If the limited results of the prelim- 
inary test should prove typical of the 
nation as a whole,” said Mr. Johnston, 
“the American habit of installment buy- 
ing will continue to be a major factor 
in large consumer purchases.” 


buying 


‘‘Continuation of the Ameri- 
can enterprise system and all 
that the system implies—free- 
dom of the individual as well as 
freedom of enterprise—depends 
upon business supplying the ma- 
jority of jobs for those who want 
to work when the war is ended.’’ 
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What People Will Buy 


People, as shown in the preliminary 
pilot canvass, want new homes, new 
automobiles, home improvements and 
conveniences, electric iron, washing ma- 
chines, refrigerators and other home 
conveniences. 

Twelve per cent of the families inter- 
viewed said they would buy automo- 
biles; 11 per cent want washing ma- 
chines and 10 per cent mechanical re- 
frigerators. About one in thirty said 
they would build or buy a new house. 

Three out of ten home owners said 
that they would make repairs and im- 
provements in their homes as soon after 
the war as possible. Of these, 15 per 
cent would paint the outside of their 
houses; 10 per cent want interior dec- 
oration; 9 per cent would remodel one 
or more bathrooms; 7 per cent would 
modernize their kitchens; 7 per cent 
mentioned furnaces. oil burners or other 
heating installations; and 5 per cent 
asserted they would add rooms, either 
by remodeling or expansion. 

These requirements would be expected 
to increase as the war goes on and 
things wear out. So that post-war data 
gathered by the Chamber will not be 
outdated by continuation of the war; the 
surveys will continue periodically on a 
regular basis until victory. 

Utilizing the most modern methods 
of ascertaining consumer opinion, the 
national survey has these broad objec- 
tives: 

1. To provide an actual inventory of 
major types of family purchases — that is, 
things that American families now possess, 
such as automobiles, homes (rented or 
owned), appliances etc. 

2. To determine when things now in use 
are expected to wear out. 

3. To determine points of desire. “If the 
war ended tomorrow what are the things 
you would most likely buy?” 

4. To determine ability to buy. 


Specific industry researches will be 
undertaken by broad divisions of indus- 
try, such as construction, natural re- 
sources, transportation and communica- 
tions, manufacture, distribution, insur- 
ance, finance and foreign commerce. 
The industrial survey will be facilitated 
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through the codperation of the National 
Chamber’s extensive membership of 
1,750 chambers of commerce and trade 
and industrial associations. 


Facts Needed 


Information to be compiled as a 
result of the industrial survey will be 
detailed data on plant capacity needed 
for continuation of defense needs; plant 
capacity available for production of 
needed peacetime products; machine 
tools needed in reconversion to peace- 
time needs; time required for recon- 
version; labor needed for reconversion 
and for production; raw materials re- 
quired; and semi-fabricated materials 
necessary to conversion and production. 

“We believe there is a vital and 
pressing need for post-war market 
facts,” says Mr. Johnston. “We have 
initiated our over-all post-war research 
projects not only to compile urgently 
needed information for business and 
industry, but also for the benefit of 
labor and agricultural organizations 
and for government agencies. 

“It is hoped that the material made 
available will enable the nation’s plan- 
ning agencies, both public and private, 
to draw post-war blueprints on the basis 
of fact rather than theory. 

“Continuation of the American enter- 
prise system and all that the system 
implies—freedom of the individual as 
well as freedom of enterprise—depends 
upon business supplying the majority of 
jobs for those who want to work when 
the war is ended.” 
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Investment 
and Finance 


EpitTep By OSCAR LASDON 


Central Banking Technique 


O ease the strain in the Central Re- 

serve cities, the Federal Reserve 

Board authorized a local reduction 
in member bank reserve requirements 
on demand deposits. In New York and 
Chicago, a 2 per cent reduction, from 
26 per cent to 24 per cent, added 
approximately $415,000,000 of reserves. 
Excess reserves of the Central Reserve 
City institutions, at the time of Federal 
Reserve action, had dwindled to roughly 
$250,000,000. 

This action by the Reserve Board was 
authorized under a recent amendment 
to the Reserve Act. It marks the latest 
development in central banking tech- 
nique and credit control. Legislation 
enacted in July has made it possible to 
alter the reserve requirements of one 
group of banks without modifying the 
requirements of the two other classes of 
banking institutions. Prior to this 
recent amendment, reserve requirements 
could only be changed on a nation-wide 
basis. 

Necessity for reduction of the reserve 
requirements of banks at the large 
financial centers had been obvious. New 
York and Chicago banks have, for some 
time, been experiencing an adverse flow 
of balances. The Treasury has been 
doing most of its financing in the money 
centers but has been doing its spending, 
naturally enough, all over the country. 
Thus, the impact of the war economy 
and the exigencies of wartime finance 
have resulted in the amassing of reserves 
in war production areas, while banks in 


New York and Chicago have been faced 
with a subnormal volume of investment 
funds. In other words, there has been 
a steady drain of deposits from the two 
Central Reserve cities to interior insti- 
tutions. 

As the flow of funds is expected to 
continue out of New York and Chicago, 
it is anticipated that the reduction of 
reserve requirements will afford only 
temporary relief and that further steps 
are in prospect for the future. Equili- 
brium in the flow of balances will be 
accomplished only when interior banks 
purchase Government bonds in more 
liberal fashion. 

Of course, by keeping the reserve 
position in the financial centers rela- 
tively tight, yields on short-term Treas- 
ury issues are sustained at levels attrac- 
tive to reserve city and country bank 
institutions. The crux of the Reserve 
Board’s problem consists in getting 
these interior institutions, which have 
most of the excess reserves, to do heavier 
purchasing of Government obligations. 
The present policy of maintaining 
slightly firmer credit conditions in New 
York and Chicago has already assisted 
in obtaining a much wider distribution 
of Treasury bills. 

It is anticipated that any further re- 
duction in reserve requirements at the 
Central Reserve City banks will be 
effected gradually. Yields on short- 
term issues must be maintained to en- 
courage continued investment by out- 
of-town banks. 
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FISCAL POLICY 


Sharp criticism of the Burtau of the 
Budget and the National Resources 
Planning Board is voiced by a sub-com- 
mittee of the Committee on Appropria- 
tions of the U. S. Senate. The report 
of the sub-committee, issued by Chair- 
man Millard Tydings, has some im- 
portant things to say about fiscal policy. 
The sub-committee is also up in arms 
about a number of related abuses. 

First, take the matter of publicity and 
public relations. The sub-committee 
notes that much desirable and necessary 
information is distributed by Govern- 
ment agencies, but that there are also 
issued many “dissertations, mono- 
graphs, and brochures seeking to formu- 
late public opinion along highly con- 
troversial lines.” 

In this connection, the report cites a 
number of pamphlets published by the 
National Resources Planning Board 
which are flatly described as “unneces- 
sary and improper informational mat- 
ter distributed by a Government instru- 
mentality.” 

Two such documents mentioned are 


After the War—Full Employment, and 
After Defense—W hat? These brochures, 


the sub-committee remarks, “are seek- 
ing to infuse in the public mind a theory 
which can only lead to the financial 
debacle of the Federal Government. 
Stripped of their fine phraseology and 
innuendoes they purport to show that 
the Government cannot and should 
never follow anything but a deficit pol- 
icy —that the Federal Government 
should always spend more than it re- 
ceives in any one year. They even 
seem to make light of the ever-mounting 
debt. Such controversial matters (bet- 
ter termed ‘propaganda’) should not be 
sponsored at the public expense.” 

As for the Bureau of the Budget, the 
report has this to say. While respon- 
sibility for efficient management is the 
function of the Bureau, the latter’s use- 
fulness is impaired and __ nullified 
through adherence of its staff to certain 
theories and ideologies in regard to gov- 
ernment fiscal policies. 

More specifically, this is the sub- 
stance of the criticism: “Certain officials 


of the Bureau of the Budget and the 
National Resources Planning Board 
have been and are yet carrying on very 
discreet, but nonetheless pernicious, 
propaganda to the effect that there must 
continue after the war, even greater 
mounting deficit spending on the part 
of the Federal Government than was fol- 
lowed during the decade preceding the 
defense and war expenditures. The 
merits of the theories will not here be 
discussed but they must be taken into 
consideration when endeavoring to an- 
alyze and reach a solution for the ever- 
growing bureaucracy in the civil branch 
of the Federal Government.” 

Another criticism concerns the lack 
of development of advance plans of 
codrdinating the activities undertaken 
by non-war agencies. Inefficient fune- 
tioning of the Bureau of the Budget is 
stated as the cause. Here, the report 
again declares that many of the officials 
of the Bureau and the closely related 
Planning Board “are committed beyond 
any doubt to ideologies and theories 
looking forward to greater governmental 
expenditures and greater deficits during 
the post-war period.” 

The subcommittee notes that the prin- 
cipal purpose of the budget law was to 
relate governmental income to outgo. 
It is also observed that this objective 
has evidently been supplanted. “How,” 
we are asked, “can a government or any 
other organization expect to operate 
efficiently when its managers expound 
and practice the policy that it should 
always spend more than it receives.” 
Through pursuit of its ideologies, the 
Bureau of the Budget. it is concluded, 
is becoming an additional legislative 
branch of the Government. Directly or 
indirectly, the report states, the Bureau 
is making policies on taxes and expendi- 
tures and making such policies in such 
manner that it is difficult for Congress 
to take desired recognition thereof. 

An integral part of the deficit-spend- 
ing theory, we are reminded, involves 
the relinquishment by Congress of its 
powers over the tax and spending poli- 
cies of the Government. This attitude 
on the part of our lend-spend theorists 
is no secret—in fact, this point is 
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emphasized by advocates of “progres- 
sive” fiscal policy. 

Obviously, pursuit of such a program 
involves abandonment of our present 
form of government. 


POST-WAR BOOM 


To the many forecasts of future events 
that have recently been aired by lead- 
ing economists, should be added the 
prediction of Dr. Mordecai Ezekiel, 
economic adviser to the Secretary of 
Agriculture. 

Dr. Ezekiel feels that we will expe- 
rience a post-war boom that will be 
greater than that witnessed after World 
War I. However, he is also of the opin- 
ion that it will be followed by a depres- 
sion “more devastating than that of 
1929” if permitted to become “exces- 
sive.” 

Immediate lifting of war-time price 
controls and restrictions after the end 
of the conflict may be expected to result 
in an extraordinary boom. We are 
warned that we must use to advantage 


the post-war breathing spell; this period 
must be utilized in an effort to devise 
some means of sustaining production 
and sales at full and expanding levels 
after the temporary supports to activ- 
ity have been exhausted. 


After the last war, the post-war boom 


ran twenty months. This time it may 
conceivably run several years. In 
short, the danger is not one of an imme- 
diate post-war crash, but rather one of 
an excessive boom if all restrictions 
should be removed at once. And if the 
present war-time rise in prices is per- 
mitted to get into a real inflationary 
spiral, the danger of an excessive post- 
war boom will be even greater. 

During this temporary boom, states 
Dr. Ezekiel, the country may be lulled 
into a false sense of security. The dan- 
ger of such attitude is obvious. Feel- 
ing that no problem lies ahead and that 
nothing has to be done to maintain buy- 
ing power for the future we may neglect 


to develop some positive post-war pro- 
gram. 
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SAVINGS 

A survey by the Securities and Ex- 
change Commission discloses that liquid 
savings of individuals amounted to $6.5 
billions in the second quarter of this 
year, as compared with $4 billions in 
the first quarter. This total of $10.5 
billions for the initial six months shows 
that savings far exceed the rate expe- 
rienced in 1941, when only $10.8 bil- 
lions of liquid savings of individuals 
were reported for the full year. 

The Commission’s analysis defines 
liquid savings as savings exclusive of 
the purchase of durable goods, and 
notes that the increase reported reflects 
the higher level of income in the hands 
of individuals after payment of taxes. 
It also points out that the volume of 
liquid savings is considerably higher 
than might be expected on the basis of 
the past relationship between such sav- 
ings and income alone. This diversion 
in relationship is explained by the 
restrictions placed on the purchase of 
automobiles and other durable consum- 
ers’ goods, as well as on curtailment of 
installment credits for such purchases. 
The net results of such restrictions have 
been enforced decreases in the purchases 
of these goods as well as an automatic 
decrease in outstanding debts. Of 
course, savings gains in the second 
quarter have also been aided by ration- 
ing and by growing scarcities of other 
consumers’ goods. 

Summary of the main findings of the 
SEC survey is as follows: 

1. During the second quarter of 1942, 
individual savings substantially ex- 
ceeded those of the preceding quarter. 
After payment of taxes, most of the in- 
crease in income went into savings 
rather than current expenditures. 

2. Government bond purchases by in- 
dividuals showed a slight increase over 
first quarter figures. Purchases of Gov- 
ernment bonds continued to represent 
the largest segment of individual sav- 
ings. 

3. In sharp contrast to first quarter 
experience, individuals increased cash 
holdings and bank deposits consider- 
ably during the second quarter. While 
this increase accounted for the major 
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portion of the second quarter’s rise in 
savings, it is observed that this form of 
saving is relatively unstable. Accord- 
ingly, it is considered potentially dan- 
gerous from the standpoint of inflation- 
ary possibilities. 

4. Debts of individuals were consid- 
erably reduced during the second 
quarter. 

As aJready noted, this may be 
attributed to inability to purchase con- 
sumers’ durable goods. It is anticipated 
that mid-1943 will witness repayment 
of the bulk of currently outstanding in- 
stallment debt. 


ESTATE TAXES 


It is reported that the Treasury is 
prese sntly investigating the advisability 
of issuing a new type of obligation. 
According to advices, such a bond would 
be used to pay estate taxes; it would 
not be considered part of the estate and. 
consequently, would not be subject to 
Federal estate taxes. Such an_ issue 
might bear a very low rate of interest. 
or none at all. 

One important question which re- 
mains to be determined is whether or 
not an individual would find it prac- 
ticable to buy such an obligation in 
anticipation of estate taxes. At present, 
Government bonds or other liquid assets 
used to pay estate taxes are included 
in the assets of the estate and are thus 
subject to the estate tax, like any other 
asset. Whether an exemption privilege 
would induce large scale purchasing 
remains a moot point. 


The Treasury is cognizant of the fact 
that people generally do not set aside 


an estate tax reserve. Thus, in many 
cases. there is forced liquidation of non- 
liquid assets with the result that both 
the assets of the estate and Federal 
estate taxes are diminished. 


On the other hand, the Treasury is 
well aware that such an innovation has 
many shortcomings. For one thing, 
issuance of estate tax-exempt obligations 
to a taxpayer with a closely held busi- 


ness enterprise, or one who has large 
amounts of real estate, would be equiva- 
lent to granting a reduction in rates, 
There is also the possibility that Fed- 
eral and state tax relationships might 


be disturbed. 


TREASURY FINANCE 


To facilitate the war financing pro- 
gram, member banks are now receiving 
another type of assistance from the 
Reserve banks. 

For some time, regional Reserve 
banks have offered to purchase ll 
Treasury bills offered them at *g of 1 
per cent basis. The Reserve Board now 
states that the Reserve banks, at mem- 
ber institution request, will also sell 
these obligations back to the latter at 
precisely the same rate. In other words, 
Treasury bills can be sold to and repur- 
chased from the Reserve banks, on mem- 
ber bank initiative at any time, without 
penalty as to price. 

This latest move is based on the desire 
of monetary authorities to help com- 
mercial banks over tight spots in their 
reserve positions. Accordingly. mem- 
ber banks can now act more confidently. 
They may hold an increased volume of 
investments without fear of being unable 
to provide, on short notice, larger re- 
serves. In view of the Reserve banks’ 
standing offer of resale, they also need 
fear no difficulty in getting back their 
earning assets when reserves become 
more plentiful. 

Effect of this arrangement is similar 
to the results of ordinary repurchase 
agreements, wherein the Reserve institu- 
tions used to absorb bankers bills in 
the money market. When the tightness 
in member reserve position was eased, 
these bills were returned to the market. 

It is anticipated that this latest 
innovation will prove of considerable 
assistance to interior banks. Earnings 
position will, in some degree, be safe- 
guarded; earning assets sold to the Re- 
serve banks due to increased reserve 
requirements can be reacquired with- 
out loss once the stress has eased. 
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WASHINGTON 


By Our 


WASHINGTON CORRESPONDENT 


HE situation here, after nearly nine 

months of the second and greater 

World War, finds banking among 
the brighter spots in the picture. This 
picture of endeavor, of beginning sacri- 
fice, of some discomforts, is otherwise 
drab. It is drab and, at times, discour- 
aging, as personalities and politics, gum 
up the earnest endeavor of many men 
and women who would bend every effort 
toward winning the conflict. 

Unfortunately — sometimes tragic — 
are the efforts, and the means used by 
individuals to utilize the powers of war 
to press forward cherished social re- 
form. That these reforms might be 
acceptable under normal peace-time 
conditions, appears beside the point 
when there is a life and death struggle 
in progress against all the forces of 
savagery and barbarism. 

Many bankers are worried over affairs 
in Washington. Their letters and their 
visits indicate this. On their behalf it 
can be said that it isn’t the falling off 
of loans to consumer industry, or the 
inroads of selective service on person- 
nel, but uneasiness over united war 
action, that is uppermost in their minds. 
Many bankers, Government reports 
show, are streamlining their staffs, 
doubling up, adapting their activities to 
the curtailed business. Many of them 
are doing their utmost in helping the 
drive for greater sales of War Savings 
Bonds. . Many too, have, when properly 
situated, made loans for war produc- 
tion under Reserve Board Regulation 
V. The War Production Board reported 
that in July the total was $61,263,329, 


spread among 353 companies. This 
was slightly less than for June, but a 
single month’s total is not necessarily 
the important fact, but rather the con- 
tinuous volume and wide spread. The 
volume and the spread have been good 
during recent months. 

Bankers have also loaned their serv- 
ices in aiding in Government financing. 
The Victory Fund Committee, made up 
chiefly of commercial bankers, has 
sought to spread the Treasury issues 
among as wide a number of potential 
buyers as possible. The recently re- 
opened “tap issue” found this commit- 
tee active and other issues to come will 
reflect the suggestions offered by bank- 
ers which have been routed to the 
Treasury. 

Much could be written on the quiet 
role that bankers are playing in these 
critical days of the war. Much might 
be said by way of reminder that 
these bankers, presumably representing 
wealth and privilege, have thrown in 
their efforts without regard to politics 
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and evithout remembrance of the blame 
that has been laid at their door in days 
past. It is just as well. Bankers, even 
as many others, are loyal Americans 
who place the welfare of their country 
first. They may disagree over means 
and methods of promoting that welfare, 
but in time of war they are a unit with 
all other classes anxious to see the war 
carried to a victorious conclusion. 


Congress on Curtailed Schedule 


Congress continues to meet on a cur- 
tailed schedule amounting to a recess. 
There have been only a few committee 
schedules and these of the mere emer- 
geacy nature, such as the Truman Com- 
mittee investigating war programs and 
the Senate Finance Committee which 
has just concluded nearly two months 
of morning and afternoon hearings on 
the bill which the House passed for rais- 
ing slightly more than $6,000,000,000 
in taxes. 

The Senate Finance Committee seeks 
to increase the revenue to be raised by 
$2.000,000,000. Just how, the Senators 
are not sure. Perhaps by some sort of 
sales tax, or a gross revenue tax. Bank 
taxes are going to be far heavier. 
Organized banking has made no formal 
protest against any provision proposed 
although a protest was lodged against 
the machinery sugested in the case of 
the pay-as-you-go tax, which the Treas- 
ury calls the “withholding tax.” 

The American Bankers Association 
formally told the Committee that the 
House-passed bill would be extremely 
difficult to administer since it ran 
counter to present banking machinery. 
They did not oppose the tax itself. They 
did suggest other means of making the 
tax operate pointing out that a tax 
against gross income would better 
serve the purpose. The United States 
Savings and Loan League made some- 
what similar objections. Both based 
their protests on the inability of their 
institutions to secure needed machinery 
and personnel to handle the tax. The 
Senate Finance Committee gave clear 
indication that they expected to make 
changes along some of the lines pro- 
posed. 


A feature of the testimony offered to 
the Committee, which was also well 
received, came from New York Federal 
Reserve Bank Chairman Beardsley Ruml. 
He proposed a pay-as-you-go method 
which involves the dropping out of the 
“back year” of taxes. That is, he would 
bring the taxpayer up-to-date. In brief, 
he would “skip a year” and the tax- 
payer would pay out of income the 
taxes due in the year in which the in- 
come was received. 

Much has been written and will be 
written in the daily and weekly pub- 
lications on the shifts of official senti- 
ment relative to the current tax bill. It 
is admittedly an extremely difficult 
measure to write under pressure of 
abnormal affairs as consumer type of 
manufacturing grows less and less and 
large war products manufacturers are 
keyed wholly to contracts written and 
supervised by the War, Army and Mari- 
time agencies of the Government. Any 
disturbance of these contracts through 
heavy taxes has immediate repercus- 
sions on their stability for that still 
unknown period after the war. 

About the only large earning group 
left, with little representation as a unit, 
is the earning class. Just how much to 
tax the wage earner and the salaried 
groups is the basis of most of the trouble 
with taxes. Such a tax bill in a “politi- 
cal year,” is said to be even more diffi- 
cult. Whether the “political year” is 
a fetish, is a real question. Over and 
over again, it has been noted among 
sincere officials, that the people are still 
more ready to sacrifice even in taxes 
than are the political minded members 
of Congress. 


Highlights 


Highlights of other considerations 
which concern banking and _ banking 
processes include: 

1. The announcement of the Office of 
Price Administration that safe deposit 
boxes come within the scope of its 


regulation of prices. In a long list of 
articles which are subject to regulation, 
safe deposit boxes are named. There is 
no comment. It is stated that the date 
of the “freezing” of rental charges is 
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July 1, 1942. The reasoning that puts 
safe deposit boxes of banks under the 
regulations of the OPA, is based on the 
assumption that safe deposit boxes con- 
tain securities and it is held that securi- 
ties are commodities. Whether the ma- 
jority of the safe deposit boxes of the 
country contain securities, or currency, 
or sacred souvenirs such as the shoes 
of the baby, is not known. There is no 
indication that the assumption is to be 
— 

. There has been some preliminary 
activity on behalf of two bills supported 
by organized banking and unconnected 
with the war effort. ‘These bills are the 
so-called Truth-in-Statements bill spon- 
sored by Senator Spencer of Arkansas 
and Representative Gore of Tennessee. 
The other is the bill to save national 
bankers the cost of one examination 
of the two which the Comptroller of 
the Currency makes. Representative 
Thomas Ford of California has intro- 
duced this measure with no companion 
bill yet placed before the Senate. There 
is much interest in both of these meas- 
ures, by bankers generally, but no 
immediate prospects of legislative 
action. The Independent Bankers of 
the Twelfth Federal Reserve District are 
actively supporting the Spencer-Gore 
bills and the American Bankers Asso- 
ciation the latter. 

3. Much unrest and concern is de- 
tected here due to the policies of the 
farm credit agencies. This is largely 
focused in the Midwest and the Far 
West, where country bankers are feeling 
the effect of competition for farm loans 
by such agencies as the Production 
Credit Association, and others. Repre- 


sentatives of groups of these bankers 
have been in Washington interesting 
their Senators and Representatives in 
their struggle. They are strongly 
stirred and indicate that they have no 
expectation of doing anything less than 
equalizing the contest by some manda- 
tory change in Washington policy. 
They are pointing cut that the Produc- 
tion Credit Associations are operating 
on Government capital and _ actively 
competing for the farmer's borrowing 
needs. 

4. The developing program of the 
Manpower Commission is of great con- 
cern to bankers everywhere. This in- 
volves the problem of personnel. It 
involves a definition of just what is 
“essential” to the continuance of busi- 
ness and the needs of the war. The 
American Bankers Association is seek- 
ing to secure some clarification of the 
word “essential.” No claim is advanced 
that bankers as a class are essential. 
It is pointed out, however, that some 
bankers may be essential to the func- 
tioning of their institutions, especially 
those in the bond and financing depart- 
ments. There is no prediction as to 
how this will be settled. 

5. The plan to set up “facilities” 
for Army camps and Navy yards is 
progressing under Treasury supervi- 
sion. At this stage it is largely a matter 
of adjustment between the Army and 
Navy as to needs at the various locali- 
ties. In the main, Government deposi- 
tory banks are expected to be chosen, 
the banks being allocated depository 
bonds to cover the cost of the operation 
of these branch facilities which they will 
operate at the camps for the benefit of 
the men there. 


Washington Notes 


Washington Banktrends Weekly Revie 


LD world battle fronts should wit- 
ness continued improvement, with 
new fronts to be publicized soon. 

This six-weeks’ period will make history 
—determine the length of the war. And 
while the military ‘make the decisions 
for action abroad they feel very strongly 
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that there can not be any failures at 
home, because it can be a long war. 
Taxes: After making a bold start, the 
Senate Finance Committee has prac- 
tically turned over the veto on decisions 
to the Treasury. The sudden reversal 
on the Ruml Plan was because the 
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Treasury was afraid some high-salaried 
individuals would benefit. This was 
typical, along with acceptance “in prin- 
ciple” of the House design for “with- 
holding tax.” Despite the Treasury, 
the Ruml Plan is to be heard from 
again. It caught the public’s interest. 
The Senators secured assent for tenta- 
tive elimination from the withholding 
provisions of the House bill for bond 
coupon payments, interest and other 
features which the banks and savings 
and loan associations objected to. Cer- 
tain dividends are not exempt. But very 
little of the bill is definitely settled yet. 
There is a growing chance of some form 
of compulsory savings; even a sales tax 
is not as impossible as it appeared a 
few weeks ago. 


1 to 10 Ratio: “It might be well once 
more to lay the ghost of the one-to-ten 
ratio. The Office of the Comptroller of 
the Currency deprecates the slavish use 
of a one-to-ten ratio between capital and 
deposits as a measuring rod for the 
management of banks. It takes the 
position that it is the nature and quality 
of assets rather than any fixed ratio 
which determines the adequacy of pro- 
tection afforded by the capital struc- 
ture.” Thus Comptroller Delano writes 
in an article soon to appear in the U. S 
Investor. 


Country Bankers: A combination of 
circumstances is stimulating country 
and small town bankers which Washing- 
ton authorities would do well to recog- 
nize. The steady elimination of little 
business, of which they are a part, and 
the competition of farm credit agencies 
of the Government, solidifies a large 
and previously somewhat indifferent 
group of smaller bankers. In the Mid- 
west, these bankers had _ theoretically 
supported unit banker aims, but lacked 
enthusiasm. Now, one of them writes: 
“The one thing that impresses me more 
and more is the unrest which exists 
among country bankers. If we could 
harness all this now scattered power 
and direct it intelligently on Washing- 
ton we could get anything we justly de- 
served.” The beginnings of just that 
are evident. Ben DuBois. secretary of 
the Independent Bankers, has shrewdly 


tied his program to the strong feelings 
existing over farm credit competition 
and has, thereby, tapped new power. 
R. F. Hollister may do something simi- 
lar for his members. E. W. Rossiter 
and E. E. Placek are new spark plugs. 
They are not anti-American Bankers 
Association leadership but may become 
so. They are calling for action. .. . 
The bankers and their friends who 
have felt the competition of Farm Credit 
Administration policies are now estab- 
lishing mailing lists and circularizing. 
Letters pour in to them. College pro- 
fessors are backing them. There is more 
vigor than in the last ten years. Said 
one of these circular letters: ‘“Follow- 
ing five years of miserable failure, 
appeasement and compromise  else- 
where, the prompt response, the sincere 
and honest effort and the quick action 
taken by the Independent Bankers Asso- 
ciation . . . have inspired great and 
growing confidence on the part of the 
country bankers everywhere in the IBA. 
A surprising number of bankers have 
commented that it is time the country 
bankers ‘realized they should have their 
own national organization to protect 
their interests.’ This banker said that 
his membership money “with a lot of 
other bankers” is “going to our state 
association and to the IBA.” 
Regulation W: The Reserve Board’s 
program goes well. There have been 
no enforcement difficulties—no_crack- 
downs. Codperation has been general. 
Amendments have been issued promptly, 
as needed. The latest softening of terms 
has concerned loans for illness, death, 
education, on railroad watches. . . . The 
National Retail Credit Association is 
looking ahead with resolutions urging 
that “credit control be retained as part 
of our permanent economic structure.” 


© 


INDICATIVE of what happens when the 
automobile industry’s know-how is 
applied to war production are reports 
from two General Motors plants. One 
is making weapons for the Army, the 
other for the Navy; both report a 25 
per cent cut in production time under 
original estimates. 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Epitep By KEITH F. WARREN 


90 YEARS AGO 


The Bankers Magazine 


The Atlantic and Pacific 

The ‘Costa Rica Company” is in the 
course of formation in London, having 
for its object, in common with several 
other associations already before the 
public, the junction of the Atlantic and 
Pacific Oceans. Concessions are stated 
to have been obtained, dated in 1849 
and 1850, from the State of Costa Rica. 
and the line of road or railway is pro- 
posed to be carried from the port of 
Boca del Toro, on the Atlantic, to that 
of Golfo, on the Pacific coast. The com- 
pany state they have a grant of a tract 


- . September, 1852 

of land, a league in breadth, across the 
entire isthmus, besides a further terri- 
tory of more than a million acres. Min- 
eral explorations, emigration, sales of 
lands, and other operations, are stated 
to be all included in the company’s pro- 
gram. The names are published of a 
“Conseil de Surveillance” at Paris, be- 
sides a London board of direction, and 
the company is constituted under the 
French law en commandite. The capital 
is to be raised in 100,000 shares of 125 
francs, or £5 each, of which 60,000 are 
to be issued to the public 


5°90 YEARS AGO 


The Bankers Magazine 
Banking Legislation 


The Committee on Currency and 
Banking of the House was very indus- 
trious in examining and reporting bills, 
but, notwithstanding all their work, the 
fruit in the way of legislation consisted 
in the enactments only of the bill to 
provide for the redemption of bank 
notes, and for the settlement of insolvent 
banks through a receiver. These two 
enactments would constitute a very 
meager record of banking legislation for 
a long session of Congress, and at a 
time when reasonable measures for the 
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relief of the National banking system 
are so much needed, and questions 
affecting the banking interests of the 
country are receiving so much attention. 
The failure of the Banking Committee 
of the House and the Finance Commit- 
tee of the Senate to accomplish any 
more important legislation affecting the 
National banking system, despite the 
efforts that have heen made session after 
session, and the simple and obvious 
justice of what is asked by the friends 
of the system, and recommended by suc- 
cessive Comptrollers of the Currency, of 
both political parties, is significant. 
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There is less hostility to the National 
banking system in Congress now than a 
few years ago. The rapid spread of 
National banks throughout the West 
and South has necessarily had some 
effect in checking the blind sectional 
prejudice, and reckless unreasoning 
opposition that used to be so formi- 
dable; but the change has been of little 
practical importance, as nothing has 
been accomplished in the way of legis- 
lation that has lessened the burdens now 
imposed on the banks; and no plan for 
the extension of the National banking 
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Our Present Task 

Inability clearly to comprehend the 
immediate duties of the hour causes 
many individuals to fail in the struggle 
of life. They see well enough what is 
past—-where they might have done bet- 
ter yesterday—and think they have clair- 
voyant powers in charting out the reefs 
and quicksands of the future. But as 
to what lies right before them, the imme- 
diate duty of the hour or moment, they 
are incapable of comprehending any- 
thing. 

To such impracticable class of mor- 
tals belong those who are now engaged 
in refashioning the world after the war. 

They have ready at hand their arbitra- 
tion courts, their peace leagues, and 
every detail of the international para- 
phernalia warranted to recast mankind 
in some nobler mould which will make 
all future wars impossible. 

But what they utterly fail to see is 
that the war is net yet ended, and that 
until then all discussions of this char- 
acter are as futile as would be the pro- 
posal to plant a colony in the moon in 
the absence of means of travelling to 
that planet or information as to its suit- 
ability for the enterprise. 

Our present task is not to refashion 
the world, but to hold in check and 
finally to overcome those forces which 
have brought about this awful cata- 
clysm. That is the duty which lies close 


system beyond the term of the four per 
cent bonds has been seriously con- 
sidered. Senator Sherman has recently 
taken occasion to say that, rightly or 
wrongly, the judgment of the people is 
against the continuance of the National 
banking system. The attitude of Con- 
gress is certainly in accordance with this 
view. Even the simplest modifications 
of the National banking laws, in justice 
to the banks, and required by the change 
of conditions since the present require- 
ments were imposed, are neglected year 
after year. 


YEARS AGO 


September, 1917 


at hand, and is the one to which each 
one should address himself with in- 
flexible purpose, refusing absolutely to 
be diverted from this object by any 
alluring dream of the future. 

When those who have made the world 
the awful theatre of human carnage 
which it is today are put in a position 
where they must make full expiation 
and reparation, so far as that is now 
possible, and when they are forever 
rendered incapable of inflicting a like 
calamity upon the human race, then 
and then only will it be time to begin 
to think of practicable means for inter- 
national economic codperation and for 
a more rational way of settling interna- 
tional controversies than by a resort to 
war. 

It is a fascinating employment to 
draw up a constitution for a federation 
of nations, to create a court whose wise 
and impartial decrees will universally 
be accepted, to disband armies and to 
dismantle navies. Some day, possibly, 
this may be the work of the practical 
statesman instead of a dreamer’s idle 
speculations, but until that time comes 
to discuss these problems is a mere 
waste of time. 

There is one immediate duty before 
us of overwhelming importance. That 
is to defeat Germany. Until that is done 
we have no warrant for discussing the 
world’s future. 
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Finaneial 
Situation 


HE military situation as of mid- 

August was not much different from 

that of the preceding month, 
although the Germans continued their 
stoutly- opposed advance into Russia. 
Air-bombings of Germany both by 
British oak American forces are con- 
tinuing and with growing intensity. The 
United States has launched an offen- 
sive against the Japanese-occupied 
Solomon Islands, and with appearances 
of success 


_ 


GREAT BRITAIN 


Deposits of the London clearing banks, 
as reported by The Bankers Magazine 
of London, after their drop in January 
and comparative stability during the 
months of heavy tax collections, rose 
in May by £50,000,000 as compared 
with April. The aggregate deposits of 
these banks in their April statements 
were, notwithstanding the gain noted, 
£90.000.000 below the January figures. 
This is said to indicate that for the first 
half of the year inflationary influences 
were fairly held in check, at least on 
their monetary side. 


New Capital Issues 


War's effect on the issue of new capi- 
tal is strikingly illustrated by the latest 
statistics compiled by the Midland Bank 
Limited. The total of such issues, which 
was £97.416,000 in the first half of 
1937, had dropped to £660.000 in the 
first half of 1942. As recently as the 


Abroad... 


A Monthly Survey 


first half of 1939 the total was £57,- 
145,000. As of that date the issues for 
British overseas countries were £17,- 
018,000, whereas the total had entirely 
disappeared for the first half of 1942. 
Foreign issues, which were still at 
£4,425,000 in the second half of 1939, 
have been absent since the second half 


of 1940. 


THE ARGENTINE 


The result of the year’s first six 
months’ foreign trade for Argentina was 
an excess of exports over imports 
amounting to 200,085,533 pesos, as 
compared with an export balance of 
227,344,000 pesos for the similar period 
of 1941. Exports for the January-June 
period this year had a market value of 

890,886,436 pesos, as against 733,800,- 

000 pesos for the like period of last 
year, while imports for the first half- 
year were 690,800.903 pesos (invoice 
values), as against 506,456,000 pesos a 
year ago, an import gain this year in 
values of 36.4 per cent. 

On a tonnage basis, this year’s first 
six months’ imports amounted to 2.586,- 
364 tons as compared with 3.086.268 
tons a year ago. For the month of June, 
the quantity of Argentine imports struck 
a new wartime low level at 279,178 tons 
as against 376,543 tons in May and 
478,456 tons in June last year. The 
value of June imports was 94,557,281 
pesos (invoice values), as compared 
with 125,738,588 pesos in May and 
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54,373,437 pesos for June, 1941. The 
export balance for the month of June 
was 70,412,750 pesos as compared with 
an export excess of 41,494,510 pesos in 
June, 1941. 

Imports from the United States for 
the first six months were valued at 248,- 
301.308 pesos (invoice values) as com- 
pared with 160,241,171 pesos for the 
first six months of last year, and for the 
month of June 32,513,302 pesos, as 
compared with 36,803,908 pesos for 
June, 1941. Exports to the United 
States from Argentina during the first 
six months amounted to 300,145,154 
pesos (market values) as against 265,- 
435,367 pesos for the January-June 
period of 1941, and for the month of 
June 58,571,881 pesos (market values) 
as against 53,653,658 pesos for June, 
1941. 

Imports from the United Kingdom 
for the month of June were only 12,- 
175, 604 pesos (invoice values) as com- 
pared with a monthly average for the 
first six months of 19,500,000 pesos, 
while exports to the United Kingdom 
for June were 50,431,026 pesos (market 
values), as compared with 34,090,279 
pesos for June last year. For the six 
months, Argentine exports to the United 
Kingdom were worth 294 million pesos 
(market values) as compared with 259 
million pesos in the January-June 
period of 1941. 

Following a series of conferences be- 
tween the national Minister of Public 
Works, Dr. Salvador Oria, and Minis- 
ters of Public Works from the various 
provinces, Argentina has created a gen- 
eral headquarters for the codrdination 
and planning of public works through- 
out the republic. The Ministries of Pub- 
lic Works, both federal and provincial, 
have been requested to submit reports 
regarding the most urgent projects, and 
a five-year plan will be initiated which 
will involve codrdinated purchases and 
constructional organization. 

The Argentine Government recently 
approved the expenditure of 210 mil- 
lion pesos for national public works 
construction in 1942, it being then 
emphasized that the expenditure would 
be almost entirely devoted to the com- 
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pletion of important works and _ the 
initiation of some indispensable new 
projects. The Ministry of Public 
Works announced that these works 
would include port dredging, irrigation 
and water works, erection of schools 
and the continuation of certain essential 
railway construction. 


—_— 


MEXICO 


ACCORDING to the Review of the Econ- 
omic situation of Mexico, issued by the 
National Bank of Mexico, prices in that 
country are still going up. It says: 

“In accordance with the corrected 
index of the Bank of Mexico, the pur- 
chasing power of the Mexican peso 
dropped two per cent during May. The 
total figure reached 150.5 as compared 
to 147.6 in the previous month and 
143.5 four months ago. 

“Although the war has changed the 
ordinary significance of indices, we may 
say that the American one is progress- 
ing at a slightly more accelerated pace 
than the Mexican index. This means 
two things: first, that domestic prices 
will continue to go up still more, and 
more quickly than before. Second, that 
the circulation of means of payment 
will increase to facilitate future 
changes at the new prices. 

“We want to mark that foodstuffs 
are the items which have gone higher up 
in the Bank of Mexico’s index. The 
foodstuff index had reached 159.3 over 
100-1929. The government’s efforts 
to stop the rise of this item have only 
succeeded partly. High prices continue 
to be paid, notwithstanding the direct 
control exerted by the authorities on 
the stocks. Encouraging news has been 
published stating that prices of food- 
stuffs are dropping here and there. The 
index we are referring to shows that this 
result is not general but exceptional. 

“On the other hand, it would be diffi- 
cult to obtain the opposite. The only 
way out would be the increase of pro- 
duction, and production is only be- 
ginning, in fact, it is only in plan, as 
we explained before. The production 
of corn, which is fundamental for a 


drop of the foodstuffs index, is handi- 


ex- 
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capped by the scarcity of rains in the 
early season. Therefore, we cannot 
even expect a good harvest to temper 
the pretentions of traders. 

“The other indices have gone up too: 
those for consumption and production 
articles, while electric power maintains 
its level. 

“To emphasize the generalization of 
this rise, we may say that also the Stock 
Exchange indices have gone up. The 
general index reached 215.3 as against 
199.7 in the previous month. 

From the same source it is learned 
that the country’s monetary circulation 
is increasing, the amount in June being 
35 million pesos greater than in May, 
and 50 million pesos more than in 


April 


CHILE 


Though business conditions in Chile 
may still be regarded as good in com- 
parison with most recent years, there 
was evidence in May that the boom 
which continued during the first months 
of the year had flattened out. Manu- 
facturing activity, while still relatively 
satisfactory, had fallen below previous 
high levels, and reductions in working 
hours as well as unemployment on a 
small scale were reported in certain in- 
stances as a result of raw material short- 
ages. Although various classes of 
manufactured goods were imported in 
fair volume, stocks continued to de- 
cline, and the future outlook was re- 
garded as discouraging. 

A favorable development was the 
marked improvement in the foreign ex- 
change position—a major problem for 
several years. Receipts from the spe- 
cial tax on copper, together with re- 
duced demands for commercial pur- 
poses, enabled the Exchange Control 
Commission to accumulate an appre- 
ciable reserve of dollar exchange. 

The Exchange Control Commission, 
for the first time in over two years, has 
published up-to-date figures on dollar 
releases. Authorizations to transfer 
dollars granted by the Commission in 
the first five months of 1941 were as 
follows: At the export-draft rate, $19,- 


428.000: at the “D. P.” rate, $17,589,- 
000. Comparative figures during the 
corresponding period of 1941 are, re- 
spectively, $19,008,000 and $7,761,000. 

It is reported that the exchange posi- 
tion is very favorable, and that the back- 
log of merchandise received for which 
payment has not yet been made amounts 
to $1,899,000. Of this amount, $791.- 
000 is in the Valparaiso customs, and, 
it is reported, had not been cleared 
because the importers did not have on 
hand pesos with which to purchase del- 
lar exchange, or for some other reason 
did not wish to effect clearance or pay- 
ment. 

It was also reported that the Exchange 
Control Commission is releasing dol- 
lars with which to clear up blocked 
profits and other frozen accounts, and 
that the liquidation of all arrears was 
merely a matter of time. 

The Exchange Control Commission 
has authorized the liquidation at the 
3l-peso rate for dollars arising from 
exports of rice (providing approval of 
the export by the Agricultural Export 
Board and the Ministry of Commerce 
and Supplies has been obtained), and 
of silver fox furs and hog bristles 
shipped to the United States.—-Foreign 
Commerce Weekly. 


_— 


CUBA 


Budgetary revenues for the period 
January 1 to June 20 totaled 46,432,000 


pesos, according to preliminary figures 


released by the Ministry of Finance, 
compared with 35,392,000 pesos in the 
corresponding 1941 period. 

The current year total includes re- 
ceipts from several special funds which 
in previous years were administered 
separately. Moreover, during the 1941 
period customs revenues, etc., totaling 
1.603.000 pesos, were not credited to 
the budget, but were diverted to the 
repayment of a 2,000.000-peso advance 
which the government received in De- 
cember 1940 from the Cuban affiliate 
of an American oil company. Allow- 
ing for the foregoing and for other fac- 
tors which must be taken into considera- 
tion in comparing the two periods, regu- 
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lar budgetary revenues collected during 
the 1942 period exceeded those of the 
1941 period by a net amount of 3,800,- 
000 pesos. On May 23, 1942, however, 
the net increase in such collections com. 
pared with the corresponding 1941 
period was 4,400,000 pesos, which in- 
dicates that not only has the improve- 
ment in regular revenue receipts which 
occurred during the early months of 
the year not been maintained, but that 
during the 4-week period from May 24 
to June 20, 1942, they were 600.000 
pesos less than those of the equivalent 
interval last year. 

Regular budgetary receipts for 1942 
do not include the 3,628,000 pesos col- 
lected thus far this year from the tax 
surcharges created by the Emergency 
Tax Law of September 8, 1941; the 
proceeds from the taxes established for 
defense and other emergency purposes 
by Decree Laws Nos. 1 and 2 of De- 
cember 31, 1941, and Decree Law No. 
14 = February 16, 1942, aggregating 
2.898.000 pesos, and those from the 
. established by Law No. 31 of No- 
vember 22, 1941, for the service of the 
$25,000,000 loan, which totaled 4,479,- 
000 pesos from January 1 to June 20. 
The proceeds from the foregoing tax 
measures are deposited in_ special 
accounts and earmarked for the pur- 
poses set forth in the respective laws. 

Regular budgetary expenditures dur- 
ing the 1942 period totaled 44.376,000 
pesos, including 2,228,000 pesos addi- 
tional appropriations representing 
mainly increased compensations of Gov- 
ernment employes and members of the 
armed forces and _ police.—Foreign 
Commerce Weekly. 


ad 


CENTRAL BANKS IN- ENEMY- 
OCCUPIED COUNTRIES 


In the August issue of The Banker, 
published in “London, Paul Einzig has 
an article on “Central Banks in Enemy- 
Occupied Countries” in which he says 
in part: 

“The conquest of Yugoslavia was fol- 
lowed by the liquidation of the Yugoslav 
National Bank. In its place, the 
Croatian National Bank was established 


by the quisling government of Zagreb, 
and the Serbian National Bank by the 
quisling government of Belgrade. The 
Croatian National Bank adopted a new 
monetary unit called the “kuna”; the 
Serbian National Bank retained the old 
unit, the dinar. The branches of the 
Yugoslav National Bank situated on 
territories taken over by Germany, Italy 
and Hungary were absorbed by the 
respective central banks of these coun- 
tries. Little information is available 
about the working of the two new cen- 
tral banks. Recently, the German press 
stated with satisfaction that, although 
the Serbian National Bank only opened 
for business at the beginning of this 
year, it had already succeeded in 
accumulating a fairly substantial frozen 
Reichsmark balance in Berlin. Except 
in German eyes, this could hardly be 
called a good start for a new central 
bank; it recalls rather the case of the 
Postmaster General who inaugurated a 
new telephone exchange by connecting 
the first wrong number. 

“In Greece, the quisling government 
appointed by the German invaders re- 
tained nominal control over the Bank 
of Greece. No special information is 
available about its activities, but it is 
to be presumed that, in common with 
other central banks in German-occupied 
countries, it has had to inflate the cur- 
rency as a result of the burden of occu- 
pation costs and the accumulation of 
frozen Greek claims on the German 
clearing account. 


“The occupation of a large part of 


Soviet Russia was followed by the 
establishment of a Central Bank for the 
Ukraine, under the style Emissionsbank 
in Ukranien. It issues notes in terms of 
a new currency called ‘karbovanetz’ (or, 
for the sake of brevity, ‘kar.’) and 
issues under the guarantee of the Ger- 
man High Command on the alleged 
security of land seized by the German 
invaders. Similar arrangements have 
also been made in White Russia. The 
branches of the State Bank of the 
U. S. S. R. have been converted into 
the Bank of White Russia, with head 
offices in Minsh. The bank began 
operations on July 1, 1942.” 
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Current Conditions in Canada 


ISCUSSING general conditions in 
D Canada, the Monthly Commercial 
Letter of the Canadian Bank oi 
Commerce, Toronto, for August says: 
“Our index of industrial activity rose 
from 175 at mid-June to 179 at mid- 
July (1937=100), reaching a level 
about 11 per cent above that of July 
1941. The percentage of factory capac- 
ity utilized rose from 118 to 120. There 
is some indication that the rate of in- 
crease in activity, month by month over 
the previous year, which had been de- 
clining for the past twelvemonth, is now 
turning slightly upward with the pro- 
gressive reorganization of industries for 
war output. 

“The foodstuffs group showed in- 
creased activity, seasonal gains in can- 
ning and its allied trades more than off- 
setting declines in other branches, 
namely flour, confectionery and meats, 
but the general level was still consid- 
erably below that of a year ago. Cloth- 
ing was slightly more active, with sea- 
sonal increases in women’s dresses and 
men’s furnishings offsetting declines in 
footwear and knitted goods. The pulp 
and paper group continued to decline, 
the main losses being in pulp and news- 
print and in the roofing paper and wall- 
board sections. Other wood industries 
were more active, especially lumber and 
planing mills and, to a less extent, fur- 
niture factories. 

“A slight decline is recorded in the 
automotive trade group owing to less 
activity among manufacturers of sup- 
plies and accessories. The other iron 
and steel trades and the non-ferrous 
metal group continued to be increas- 
ingly active, mostly on government 
orders. 

“Our composite wage payroll index 
for June reached a new high of 201 
(1937=100), 18 per cent ‘above the 
level of a year ago. The manufacturing 
payroll index at 226 was only slightly 
under the record figure of the previous 


month. Mining continued to decline, 
but logging, construction, transporta- 
tion and trade showed considerable in- 
creases, partly on account of the 
greater number of pay days in the 
month for some businesses.” 


The National Budget 


In an article on Canada’s financial 
accounts the Letter discusses the current 
fiscal year as follows: 

“Total ordinary revenue for the cur- 
rent fiscal year is estimated, probably 
conservatively, as $2,049,450,000, about 
40 per cent above that of the previous 
twelvemonth and more than four times 
the pre-war collections. From _ the 
revenue in the current year ordinary 
expenditures of nearly $490,000,000 
must be met. Direct war expenditures 
were tentatively estimated some time 
ago as $2,200,000,000 (about as much 
as in all the first two and a half years 
of the conflict) and aid to the United 
Kingdom, in foodstuffs, raw materials 
and munitions as $1,000,000,000, but 
the Minister of Finance stressed in his 
budget address that these figures would 
likely be exceeded and that plans should 
be made for total expenditures, non- 
war and war costs, of $3,900,000,000." 
If this projected maximum is reached 
the ‘pay-as-you-go’ plan will be less 
successful than in the previous war 
years unless the income tax collections 
exceed the estimates by at least a fairly 
wide margin. 

“The balance of the requirements for 
all purposes will have to be provided 
for by other means. It is estimated 
that $95,000,000 will be available from 
refundable taxes and a further sizable 
amount by drawing down the large cash 
balances carried by the Government at 
the opening of the current fiscal year. 
But the greater part, well over $1,000,- 


1House of Commons Debates, 
1942, pages 3891-2. 


23rd June, 
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000,000, must be obtained by sales of 
War Savings Certificates and bonds to 
individuals, as dintinguished from those 
to institutions. No great fraction of 
this can be provided by individuals 
with incomes of more than $3,000 or 
$4,000, the Minister of Finance said in 
his budget address. Individually they 
must do their share but the total of their 
subscriptions will be limited by the 
smallness of their numbers. It must be 
provided by people of lower incomes, 
especially those in families whose in- 
comes have increased during the war 

. Over and above the higher taxes, 
over and above the minimum savings 
requirement, these current savings must 
not only be increased; they must be in- 
creased greatly if we are to finance this 
war the sane and the equitable way. if 
those of us who are not in the armed 
forces are to demonstrate that, as a 
democracy, we are capable of meeting 
the stern tests of war as we expect those 
who dare physical destruction to meet 
far sterner tests. Will this mean a 
reduction in our standard of living? 
Certainly .. . I am not asking that any- 
one’s standard of living should be re- 
duced below the level of personal efh- 
ciency and decency. I am asking that 
it should be no higher than that “level. 
Let us compete with our neighbors, in 
saving, not spending; in making shift 
with what clothing and house furnish- 
ings we have, not in buying more; in 
hard work and plain and thrifty living. 

. The national war finance committee 
is engaged in the development of an 
organization in each province which 
will undertake a continuous campaign 
for the regular sale of bonds, war sav- 
ings certificates and stamps to the pub- 
lic throughout the entire year, supple- 
mented from time to time, by special 
campaigns. I bespeak for them every 
dollar of savings that can be made and 
the active help of everyone in their 
campaign. 


Bank of Montreal 


The Business Summary of the Bank 
of Montreal, dated August 22, 1942, 
comments as follows on current condi- 
tions in Canada: 


“The further advance in business 
recorded in July again reflected war ex- 
penditures, the expansion being note- 
worthy in the field of war production, 
The Government during the month spent 
$302,858,779 for war purposes, $190,- 
358,779 on Canadian account and $112.- 
500,000 to finance United Kingdom ex- 
penditures in this country. Up to the 
end of July more than one-half of the 
billion dollar gift to Britain had been 
used, bringing tetal appropriation on 
this account up to $548,928,633 since 
April 1. During the first half of the 
current year the principal factors indi- 
cating economic trends showed advances 
over the same period in 1941. The 
movement as a whole was modified by 
reduction of grain marketings and con- 
struction activity, but the output of war 
industries was such that the general 
production level reached in the six 
months was the highest in_ history. 
There was a gain of nearly nine per 
cent in manufacturing output, and em- 
ployment registered a marked increase, 
particularly in manufacturing plants. 
Railroad carloadings gained 9.4 per 
cent and the percentage gain in gross 
revenue receipts was still higher. The 
output of electric power in the six 
months showed a gain of 18.3 per cent, 
with an all-time high for any month 
having been established in January. The 
mining industry output was virtually 
maintained with a negligible recession 
of 2.5 per cent, though gold mining 
was less productive. 

“In the manufacturing field there is 
some evidence that the peak of the 
national capacity for the production of 
war materials has nearly been reached. 
The value of new war contracts placed 
in the first five months of 1942 was 
$434.500,000, about $53,000,000 less 
than the figure for the parallel period 
of 1941, namely $487,500,000. But the 
outflow of orders from Ottawa still 
remains very large and new lines of war 
production are being continually under- 
taken. For example, there was lately 
begun in Canada the production of a 
new and improved rapid-fire tank ma- 
chine-gun. There has also been an 
acceleration of the output of Browning 
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aircraft machine-guns, Bren light ma- 
chine-guns, and “No. 4” rifles, the pro- 
duction of the latter two having reached 
a record volume in the past three 
months. The rate of production of 
tanks has been raised to 300 per month 
and in the aircraft industry good prog- 
ress has been made in shifting from the 
manufacture of training to combat 
planes. which are expected to be in sub- 
stantial production in the near future. 
The shipbuilding program is being 
carried out according to schedule and 
in October the planned objective of 
twelve 10,000 ton all-steel cargo vessels 
per month is expected to be attained. 

“Demands of the war industries keep 
primary iron and steel plants working 
to the limit of their capacity. In the 
first half of 1942 the output of steel 
reached the record figure of 1,560,059 
tons, as compared with 1,148,435 tons 
in the first half of 1941, and of pig iron 
974,000 tons, as compared with 625,- 
351. But the shortage of steel and iron 
has become serious and the Depart- 
ment of Munitions lately issued an order 
making it illegal to keep supplies of 
scrap metal. Textile mills remain busy, 


as orders for the fighting forces are still 
very large; canning factories are at the 


seasonal peak of their activities. The 
flourmilling industry has reduced its 
scale of operations as the result of a 
lessened export demand from Britain. 
Production of newsprint was 18 per 
cent lower in July than in the corre- 
sponding month of last year and ship- 
ments 19 per cent less, a slight gain in 
domestic consumption being more than 
offset by substantial reductions in ship- 
ments to the United States and overseas. 
The value of new construction contracts 
placed in July, $32,093,400, was much 
smaller than the June figure of $46,- 
756.200. but slightly higher than the 
figure for July, 1941, $31,954,800. 
“With the virtual exhaustion of the 
reserves of employable manpower, it 
has become increasingly difficult to meet 
the competing claims of the fighting 
forces, war industries and agriculture, 
and announcement has been made of a 
program of national selective service, 
which will aim to allocate the manpower 
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of the country in a way that will make 
it most effective for the war effort. The 
Prime Minister, in announcing the plan 
on the 19th instant, said the Wartime 
Prices and Trade Board. which controls 
civilian trade and industry, had been 
instructed to make effective immediately 
a measure looking to the curtailment 
“and eventual elimination” of non- 
essential activities. To this end strict 
measures for the control and oversight 
of the movement of workers are to be 
exercised, with prohibition of such 
movement without permission, while 
after a fixed period, empioyed persons 
may be required to accept any work for 
which there is special need. Women, as 
well as men, are required to produce 
munitions of war and to carry on essen- 
tial services, and registration of women 
is a part of the program. Services of 
men and women are also imperatively 
needed for the armed forces. For the 
present, the calling up of men for mili- 
tary service will remain with the De- 
partment of National War Services, but 
in the near future this task will be 
transferred to the Director of National 
Selective Service. 

“Meanwhile manufacturers and other 
employers are faced with a substantial 
increase in payrolls, which are estimated 
at over a million dollars per week, as 
the result of a recent order of the Na- 
tional War Labor Board which became 
operative on August 15. An advance in 
the cost of living index in June by 1.2 
points brought it to 2.4 points above 
the figure for October 1941 and an 
adjustment of the cost-of-living bonus 
became automatic.” 


Royal Bank of Canada 
The Monthly Letter of the Royal Bank 


of Canada for August contains a discus- 
sion of the necessity for various war- 
time regulations which control the cur- 
vent Canadian economy. The letter 
says: 

“Modern automobiles and aeroplanes 
are streamlined for greater mechanical 
efficiency in operation. Gadgets and 
protruding parts, however handsome 
they may appear, must be removed or 
altered if they interfere with the ideal 
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of efficiency. Similarly Canadian busi- 
ness and industry are being stream- 
lined to provide greater economic effi- 
ciency for our present objective—the 
winning of the war. Special products, 
ornaments and services, which are con- 
venient luxuries in peacetime, have been 
stripped away and business has been 
geared to war conditions by every pos- 
sible economy in production, distribu- 
tion and merchandising methods. Many 
of these deletions appear minor, for ex- 
ample—trestrictions on the colors, sizes 
and grades of common articles, one de- 
livery service daily, elimination of sales 
on approval. But all these taken to- 
gether are adding up to impressive 
savings of time, manpower and essen- 
tial materials. ‘Mony a mickle mak’s a 
muckle.’ 

“To follow our analogy a step further, 
modern industry, like the automobile, is 
a highly complex, involved mechanism. 
Its complexity tends to be concealed 
under normal conditions by the concen- 
tration of each unit on its own part of 
the machine, with adjustments between 
parts being made more or less auto- 
matically by economic forces. When 
certain of these forces are rendered in- 
operative by war conditions, such as 
shortages of supply, diversion of the 
greater part of production to war needs 
and the imposition of a ceiling on 
prices, the adjustments must become 
conscious and must have direction. 
Changes in any one instance must be 
correlated to all other phases of the 
economy and these correlations fre- 
quently lead to secondary changes, 
which may not appear on the surface to 
have any connection at all. Hence there 
arises the need for coérdination and 
direction of the multifarious adjust- 
ments so that they may all be directed 
toward the one end. 

’ “From this basic complexity arises, 
too, the extremely complicated and de- 
tailed nature of the regulations issued 
by governmental agencies during such 
a period as the present. The thread to 
guide us through the maze is always the 
answer to one question—‘Does it help 


the war effort?’ In practically every 
instance, the answer is ‘Yes,’ although 
the immediate connection may not al- 
ways be apparent. 

“Most of the changes and simplifica- 
tions in industrial and business practice 
have been introduced at the request or 
on the recommendation of those actually 
engaged in the industries concerned. 
Others have been worked out by groups 
of industries through their trade asso- 
ciations or the Wartime Prices and 
Trade Board Administrator for their 
particular group. The problem now 
transcends these smaller organizations 
and affects the whole economy into 
which each company, industry and 
group must be coérdinated—for the 


effective prosecution of the war. 


“In order to assist in this codrdina- 
tion and simplification through the en- 
tire Canadian economy, a Division of 
Simplified Practice was set up in the 
Wartime Prices and Trade Board early 
this year. Its four primary objectives 
are described as: 

“1. To release the maximum amount 
of manpower, material and machines 
for direct war production. 


“2. To ensure that essential civilian 
requirements of scarce materials are 
met in an orderly and _ equitable 
manner. 


“3. To assist manufacturers, whole- 
salers, retailers and services to avoid or 
reduce subsidies while operating under 
the price-ceiling, and to obtain more 
effective control of prices. 

“4. To aid industry in meeting the 
difficult situations arising in wartime by 
such means as will enable it to enter 
the post-war period in an economically 
sound condition and under its own 
control. 


“All these objectives have a direct or 
indirect bearing on the main purpose 
of all of us—our victory. The changes 
and economies recommended by the 
Division of Simplified Practice are in- 
tended to further that purpose, not to 
inconvenience the Canadian civilian nor 
to create an impression of sacrifice.” 
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BOOKS for 


AGENDA FOR A Post-War Wor Lp. 
J. B. Condliffe. New York: W. W. 
Norton. 1942. Pp. 232. $2.50. 

WE have seen in the last few months how 

costly it was to be unprepared for war. 

We shall also find it costly if we are 

not prepared for victory. If action is 

to be effective it must be prompt. It 
must use the agencies which are avail- 
able. These will be primarily the 
cooperative agencies that have been de- 
veloped by the United Nations in carry- 
ing forward the joint war effort. No 
one can see which among the United 

Nations will be the most powerful arbit- 

ers of the peace, but it is certain that 

the United States must play an im- 

portant part. 

This book sets forth the economic 
issues that must be faced in any attempt 
to establish a lasting peace when this 
war ends in a total defeat of the totali- 
tarian aggressors. It lists what must 
be done if a codperative post-war world 
is to be created. It is concerned with 
such important topics as the lesson of 
past failures, the dangers of post-war 
inflation, the potential value and limita- 
tions of regionalism, access to raw ma- 
terials and the disposal of agricultural 
surpluses, debts and reparations. the 
dangers of regulated trade. new forms 
of investments, and the raising of con- 
sumption levels throughout the world. 

The author of this book was formerly 
on the staff of the League of Nations 
and later of the London School of 
Economics, and has taken part in the 
principal economic conferences of 
recent years: the International Chamber 


By 
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of Commerce, the Institute of Pacific 
Relations, and the International Studies 
Conference at Bergen in September, 
1939. He is now professor of economics 
at the University of California. 


OLIPHANTS Earning Power oF RalL- 
RoADS. Edited by Floyd W. Mundy. 
New York: Jas. H. Oliphant & Co., 
61 Broadway. 1942. $4.00. 

Tuis is the 37th edition of Oliphant’s 
concise handbook of railroad informa- 
tion. The volume is well known to 
students of railroad affairs, its contents 
including vital statistics regarding earn- 
ings, mileage, capitalization and ton- 
nage carried. These data are presented 
in abbreviated tabular form, so as to 
permit easy comparison. 

Also included is descriptive material 
supplying more extensive information 
as to earnings, dividends, and fixed 
charges. These notes give additional 
details regarding the, percentage of 
revenues derived from: important com- 
modities, maintenance expenditures. 
mortgage position of various liens, as 
well as plans of reorganization. 

This handy reference book is of con- 
siderable interest to individual and in- 
stitutional investors and has long occu- 
pied a unique place in the field of steam 
transportation statistics. 


PERSONAL EsTATE PLANNING IN A 
CuHancinc Wor.p. By Rene Wormser. 
New York: Simon & Schuster. 1942. 
Pp. 311. $2.50. 

In the next decades it will be exceed- 

ingly difficult to acquire a substantial 


247 





Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 
; 630 Fifth Ave. 
International Bldg., Rockefeller Center 
BrRookiyn . ....66 Court Street 
BALTIMORE Baltimore Life Building 
Boston 140 Newbury St. 
BUFFALO ........ Rand Building 
Cuicaco 30 North Michigan Avenue 
CLEVELAND .. Leader Building 
Detroit . “David | Whitney Building 
NeEwarK .. ...790 Broad St. 
PHILADELPHIA .. ...266 S. 15th Street 
PITTSBURGH Grant Building 
San Francisco 209 Post Street 
WasHINGTON......Hill Bldg. ., 17th & Eye Sts. 


estate, to hold it reasonably intact, and 
to pass any great part of it on to bene- 
ficiaries. Even the immediate future is 
so difficult to foresee that there are 
many who feel that all planning is 
futile, that survival will depend on a 
certain opportunistic ability to meet 
the facts as they appear. Opportunism, 
in this sense, will be a useful character- 
istic. But the confusion of the current 
prospect makes it all the more impera- 
tive to plan, if only to plan in a way to 
permit opportunism to be exercised 
when opportunity offers. 

This is not a textbook on estate plan- 
ning. It has been designed primarily 
for the layman—to teach the average 
man or woman to think of estate plan- 
ning in terms of life planning. 

Building an estate plan is not unlike 
building a home. Just as you will have 
a home better suited to your purposes 
if you will take the trouble to study 
plans and theories before consulting an 
architect, so you will have an estate 
plan more closely fitting your desires 


and more comforting to your family if 
you will take the small trouble to study 
your problems and the ways of meeting 
them before consulting your attorney. 


In this book, Mr. Wormser discusses 
these problems in simple, concise, every- 
day language. It is so organized as to 
guide the reader step by step in answer- 
ing these basic questions: 

Who shall my beneficiaries be? 

Why? That is, what reasons, pur- 
poses, and objectives have I for my 
intended benefactiens? 


When shall each gift come into effect? 

What property have I, best suited to 
each beneficiary and purpose? 

How can I best effect my purposes— 
by what mechanisms? 


This book is not confined to a discus- 
sion of wills. It treats of the codrdi- 
nated use of all of the tools available 
to estate planning, including trusts, life 
insurance, annuities, gifts, “going busi- 
ness interests, etc. Perhaps Mr. Worm- 
ser’s most important contribution to the 
subject is his insistence on an under- 
standing of objectives, for he holds that 
a clear recognition of purposes will 
determine how a plan should be made 
to work. Too often, estate planning is 
treated as a mechanical job. Mr. 
Wormser makes it a living human pro- 
cess in which philosophical approach 
is important and an understanding of 
reasons is essential. In this period of 
uncertainty, his catchwords are “Flexi- 
bility and Liquidity.” 

The author is a Californian by birth 
and a New Yorker by education and 
training. Estate planning is one of the 
fields in which he has specialized dur- 


ing his twenty-one years of law practice. 


BRITISH AND INTERNATIONAL BANKING 
NumBer, Lonpon Stock EXCHANGE 
GazeTTE. New York: Thomas Skin- 
ner & Co. 1942. 


IssuED as a supplement to the Banker's 
Almanac and Year Book, it carries an 
article on the bankers’ responsibilities; 
the world’s largest banks; stability and 
liquidity of leading British banks; the 
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three discount companies; liabilities 
and assets of British banks; British 
banking results summarized; capital, 
dividends and yields of British bank 
shares; liabilities and assets of the 
British overseas banks; liabilities and 
assets of the chartered banks of Canada. 

Ic also gives a brief description and 
statistical review of the principal 
British banks and kindred firms; the 
British overseas banks; and a selected 
list of foreign banks. 


Wasuincton, D. C. A GUIDE TO THE 
Nation’s CapiTaL. American Guide 
Series. New York: Hastings House. 
1942. Pp. 528. Illustrated. $3.50. 


Every American has two home towns, 
his own and Washington. In the first 
city in the nation are located the central 
machinery of every phase of national 
life, daily growing more related to each 
citizen, and our proudest and most im- 
portant national buildings. Near here is 
buried the unknown citizen who fought 
to defend his country. Here are stone 
and metal tributes to heroes and 
patriots actual and symbolical. Here is 
the booming war capital of the world. 
And yet, in the quiet streets of George- 
town and in the wooded land of Rock 
Creek Park, there is still the tranquillity 
and charm of any contented American 
town. 

All of the many faces and varied as- 
pects of Washington are described in 
this authoritative and entertaining book. 
Sections of the volume are devoted to 
its history and economics, art, religion. 
government, literature, journalism and 
science. Supplementary material in- 
cludes a list of monuments, a bibliog- 
raphy, a thorough index and guide ma- 
terial to the chief points of interest. 
Sixty-four pages of striking illustrations 
reveal the beauty of the nation’s capital 
city. 

For those who wish to understand 
the maze of countless governmental 
agencies, for those who want to find 
their way around Washington, for those 
who wish to know where to go, what 
to see and how to get there, this is an 
invaluable and indispensable guide. 
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THe NEGRO AND THE War. By Earl 
Brown and George R. Leighton. New 
York: Public Affairs Committee, Inc., 


30 Rockefeller Plaza. Pp. 32. 10c. 
“RACE equality has become a war issue. 
It is possible that the hope of victory 
may turn upon it,” says the authors of 
this pamphlet which is a discussion of 
the Negro problem with special refer- 
ence to the war. The authors present 
a definite program. 


APPRAISING THE RESPONSIVENESS OF 
MarKetT Demanp. By Edwin G. 
Nourse. Washington, D. C.: Brook- 
ings Institution. 1942. Pp. 34. 25c. 

THE author’s forthcoming book, “Price- 

Making in a Democracy,” is being dis- 

tributed chapter by chapter by the 


Brookings Institution in pamphlet 


A book that provides in one volume 
a Complete Banking Library 


GLENN G. MUNN’S 


ENCYCLOPEDIA 


of Banking and Finance 


An indispensable work of reference fer the banker, 
broker, business man er student 


ERE ts a book that contains 865 
pages and over 3500 terms relating 
to money, credit, banking practice, 
history, law, accounting and organiza- 
tion, foreign exchange, trusts invest- 
ments, speculation, markets and broker- 


age. 

With this convenient volume on your 
desk you are in a position to answer 
any question which may arise pertain- 
ing in any way to banking, investment 
or finance. All market terms and 
operations are carefully described. 

An important feature is the bibli- 
ography given at the end of each term, 
referring the reader to sources of addi- 
tional information on any subject in 
which he is particularly interested. 
Why not examine a copy at your own 
desk at our risk? 


Sent Postpaid for 5 Days’ Free Examination 


———= Use This Reply Form ~”""” 
BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 

Send me for examination a copy of 
Munn’s Encyclopedia of Banking and 
Finance. Within five days after its 
receipt I will send you the price, $8.50, 
or return the book. 


(Please print) 


EEG si iteseciewes Terrrrre rT rie eee 


L ecccceee State 
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Reconstruction 
Finance Corporation 
Loans to the 
Railroads 


By 
HERBERT SPERO 


Department of Economics 
College of the City of New York 


HIS book is a study of Recon- 

struction Finance Corporation 
financing of near-bankrupt rail- 
roads in the depression years 1932- 
1937. It deals with the funda- 
mental difficulties of the nation’s 
railroad system and of the weaker 
carriers in particular. It empha- 
sizes the various purposes for 
which the Reconstruction Finance 
Corporation was created and the 
diverse uses to which the corpora- 
tion’s funds were put. 

It provides a detailed analysis 
of the basic financial ills of the 
St. Louis-San Francisco, the Chi- 
cago and Eastern Illinois, the New 
York, New Haven and Hartford, 
the Missouri Pacific, the Chicago, 
Milwaukee, St. Paul and Pacific, 
the Denver and Rio Grande West- 
ern, and the Chicago and North 
Western. The analysis is amply 
supported by statistical data. The 
policy of the Interstate Commerce 
Commission in approving Recon- 
struction Finance Corporation aid 
to these lines is then studied. 

The author’s conclusion is sig- 
nificant for its statement of the 
new relationship of the Govern- 
ment to debtor roads and for its 
criticism of governmental policy. 


{ Bankers Publishing Co., 

| 465 Main Street, Cambridge, Mass. 

| Please send me on approval a copy ot | 

| “RFC Loans to the Railroads” by Herbert 

i Spero. At the end of 5 days I will either 
remit $3.50 or return the book. 


form. The present pamphlet consti- 


tutes Chapter VII of the book. 


Just A Moment, PLEASE! By Fred A, 
Dibble. 1942. New York: Fred A. 
Dibble, 14 East 47th Street. Pp. 30. 
25c. 

A COLLECTION of short philosophical 

essays on human problems of the day. 


LaBor ARBITRATION IN WARTIME. New 
York: American Arbitration Asso- 
ciation, 9 Rockefeller Plaza. Gratis 
to corporation and union executives, 

INCLUDED is a series of seven labor 

arbitration clauses which are recom- 

mended to parties to labor agreements. 

Also includes summaries of approxi- 

mately two hundred typical grievances 

that have been submitted to arbitration. 


PROCEEDINGS OF THE THIRD New 
HAMPSHIRE BANK MANAGEMENT Con- 
FERENCE. Hanover, N. H. Amos 
Tuck School of Business Administra- 
tion. $1. 

ConTAINs discussions of wartime bank- 

ing problems and much material of 

interest and value to bankers. 


PROCEEDINGS OF THE 53RD ANNUAL 
CONVENTION OF THE MINNESOTA 
BANKERS ASSOCIATION. Minneapolis, 
Minn. The Commercial West Com- 
pany. 15c. 

THE banker will find material of value 

and interest to him. 


TRENDS IN NorTH CAROLINA BANKING. 
Raleigh, N. C. North Carolina Bank- 
ers Association. 

A STATISTICAL study of North Carolina 

banking trends in 1941. It was prepared 

by the Research Committee of the North 

Carolina Bankers Association. 


© 


“No big industrial concern could pro- 
duce a truck, engine, bomber or tank 
without the help of thousands of small 
concerns upon which it is dependent 
for supplies, skills and parts.”—Paul 
Garrett, vice-president of General 
Motors. 
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Bankers “ Just Begun to Fight” 


The President Sends a Message of Greeting to 
This Year’s “ Convention in Print” 


OLLOWING is the text of a letter 
sent by President Roosevelt to 
Henry W. Koeneke, president of the 
American Bankers Association, in con- 
nection with the association’s “Conven- 
tion in Print” which is carried in the 
pages of the September issue of Bank- 
ing, the association’s official publica- 
tion: 
The White House 
Washington 
July 28, 1942 


My dear Mr. Koeneke: 

Please extend my hearty congratula- 
tions to the members of the American 
Bankers Association on this their an- 
nual convention 

It is appropriate that the manner 
of your meeting in this year of historic 


decision should reflect the determina- 
tion of American bankers to leave 
nothing undone that can in any way 
contribute to the object we all have in 
view— the defeat of our enemies. By 
holding this “convention in print” in- 
stead of assembling together as you 
have done for more than half a century, 
you are helping to conserve vital trans- 
portation and other facilities at a time 
when they are taxed to the utmost by 
the demands of war. 

The bankers of America have a great 
obligation and great opportunity to 
serve our beloved country in this hour 
of peril and they have answered the 
call to service joyfully and with stout 
hearts. For over a year they have 
played a distinguished role as volun- 
teers in the promotion and sale of War 
Savings Bonds. They have met unprec- 
edented demands from industry for the 
expansion and conversion necessary to 
win the battle of production. They have 
been in the forefront of the fight 
against inflation not only through the 
sale of savings bonds to the people but 


by putting into effect restrictions on 
consumer credit and combatting un- 
necessary expenditures of all kinds. 
They have been indispensable in the 
freezing of foreign funds to prevent 
their use directly or indirectly by the 
enemy. I mention all this in the past 
tense not because the job is done but 
because even now it represents a record 
of accomplishment of which you all 
may be justly proud. 

But no one knows better than Ameri- 
can bankers that we have only just 
begun to fight. American fighting 
forces are moving into battle on lines 
that encircle the globe. If we on the 
home front are to be worthy of them, 
we must carry on the battle of produc- 
tion, wage war on inflation, combat 
complacency and fear with the same 
spirit of courage and sacrifice with 
which they mect the enemy on land and 
sea and in the air. We like they can 
have no other thought than to win the 
war. All considerations of private in- 
terest or personal comfort must give 
way to a single-minded devotion to that 
aim. As community leaders, bankers 
have a unique opportunity to promote 
that unity and teamwork which is so 
necessary to success. 

Involved in this conflict are values 
too precious to be expressed in economic 
or financial terms. They include all 
those intangibles which make the name 
America’ a synonym for freedom 
throughout the world. Faith in free- 
dom, in the honor and integrity of the 
common man, is what sustains us as a 
nation. United in this faith we are 
invincible. 

With best wishes, and again congra- 
tnlations, 

Sincerely yours, 
(Signed) Franklin D. Roosevelt 
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Payroll Savings an Opportunity 
for New Savings Accounts 


By Epwarp B. Sturces, 2nd 


F considerable concern to most 

savings banks has been the fact 

that they have not been receiving 
new, young savings depositors in suth- 
cient volume to offset the increasing 
age levels of their older depositors and 
the withdrawal at time of death of large 
savings balances of long standing. Pay- 
roll savings for the purchase of War 
Bonds offers one very good way of 
correcting this situation. 

Payroll savings for the purchase of 
War Bonds is essentially a_ patriotic 
effort to further the Government’s war 
savings program. As such, it is a pure 
expense item, and justifiable as a con- 
tribution to the war effort. 

However, payroll savings also offers 
the savings banks an excellent oppor- 
tunity to establish contact with a new, 
large group of potential customers . 
people who, during most of their adult 
lives, have been inculcated with a 
“spend” philosophy, but who, in many 
instances. are now being exposed for 
the first time to the value and benefits 
of savings. Properly cultivated, this 
group should bring to the savings banks 
many new savings accounts, but to do 
so they must be thoroughly sold on the 
services and advantages that the savings 
hanks have to offer them during the 
period they are payroll savers. 

Recently, I visited a medium-sized 
firm which, three months ago, estab- 
lished a payroll savings plan in 
coéperation with a savings bank. As a 
result of the employer’s comment that 
not since the plan had been put in 
operation had a representative of the 
bank visited the company. we conducted 
a test survey to ascertain how many 
of the employes knew who was operat- 
ing the payroll savings plan for them. 
Almost all of those queried were under 


the impression that it was being done 
by their employer. They did remember 
having signed an authorization for some 
bank to purchase bonds for them, and 
some remembered that they had received 
bonds purchased from the bank, but 
only a very small minority knew the 
name of the bank or where it was 
located. 

The bank had had its name imprinted 
on the employe War Savings Bond pur- 
chase authorization, and the signature 
card for opening the account. It also 
placed a sticker on each bond delivered 
(the bank does not hold bonds in safe 
keeping for its participants). It per- 
haps overlooked the fact that both of 
the first-mentioned forms are returned 
to the bank, and since it does not issue 
a regular pass book which is returned 
to the employe each pay day, the em- 
ploye is apt to forget who is perform- 
ing this service. Nor apparently is it 
doing anything to acquaint these new 
customers with the facilities which the 
bank has to offer, or to encourage them 
to maintain or increase their pay roll 
savings. 

This may be an extreme case, but it 
raises the question as to whether sav- 
ings banks are using the opportunities 


‘‘Payroll savings offers the 
savings banks an _ excellent 
opportunity to establish contact 
with a new, large group of 
potential customers,’’ writes 
Mr. Sturges in the accompany- 
ing article which is reprinted 
from the Association News Bul- 
letin of the Savings Banks Asso- 
ciation of the State of New 
York. 
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**A second point of contact 
occurs each time a War Bond 
is purchased. Whether these 
bonds are held in safe keeping, 
rent to the saver’s place of busi- 
ness or to his home, a letter of 
advice is strongly recom- 
mended.’’ 


afforded to them through payroll sav- 
ings as effectively as they might. 

There are several types of payroll 
savings accounts in operation. Some 


are accompanied with fairly elaborate 
promotional material; others include 
scarcely any; but in either event, a few 
simple devices can be used at only slight 
cost, and these should go a long way 
toward having the payroll saver become 
acquainted with the bank. 


Make Your Bank Known 


Number one, of course, is to make 
absolutely certain that the payroll saver 
knows the name and address of the 
bank with which he is dealing. It 
would seem desirable, in most instances, 
when tke payroll savings plan is first 
adopted, that an opportunity be afforded 
to a representative of the bank to ad- 
dress the prospective participants for 
the purpose of giving them full details 
of the plan. The participant should 
also have regularly in his possession 
some evidence of having opened the 
payroll savings account with the bank. 
Normally this is provided through a 
payroll savings pass book, but here the 
difficulty is that frequently the employer 
or the bank holds all the pass books, 
and they are seldom in savers’ hands. 
To overcome this, why not provide each 
participant with a simple certificate 
indicating that he has a payroll savings 
account at the designated savings bank? 
This certificate might list on the back 
the other services offered by the bank, 
the location of its offices. and other 
pertinent material. 

A second point of contact occurs each 
time a War Bond is _ purchased. 


Whether these bonds are held in safe 


keeping, sent to the saver’s place of 
business or to his home, a letter of 
advice is strongly recommended. This 
can be a form letter, and should be 
designed to show the recipient that the 
bank is glad to render this service . . 
at the same time, congratulating him 
on carrying out the War Savings Plan. 
Such a letter might read: 


A Suggested Letter 


“Dear Mr. Doe: 

“We are glad to advise you that we 
have today issued a War Savings Bond 
in your name, purchased with $18.75 
from your payroll savings account. 

“In accordance with your instrue- 
tions, we are holding this bond in safe 
keeping for you, and as you know, 
ten years from today, it will have a 
maturity value of $25.00. 

“Payroll savings is proving most 
effective in helping the country finance 
the war effort. It may interest you 
to know that there are now 13,142 
people participating in our payroll 
savings plan, and that their aggregate 
monthly savings amount to $82,533.00 
—-nearly a million dollars a year. This 
is a real investment for Victory and 
Security. 

“We shall, of course, continue to 
issue additional War Bonds to you as 
sufficient balances accumulate.” 

Similar letters should advise of each 
additional bond purchase. Naturally, 
the tone and content of these will vary; 
but in each it is recommended that 
some mention be made of the bank and 
its services, as well as of the War Sav- 
ings program. 

It would be appropriate, after two or 
three such letters have been sent out, 
to suggest the desirability of opening 
a supplemental savings account to build 
an emergency fund, or to accumulate 
savings that may be needed before the 
ten-year maturity date of a War Bond. 
For those banks issuing savings bank 
life insurance, a suggestion might be 
included offering sound insurance pro 
tection at low savings bank rates. 

These mailings might include stuf- 
fers, either promoting the savings banks’ 
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services or evidencing the necessity for 
saving every possible dollar during 
wartime. The pamphlet “Spend, Sucker, 
Spend” might be admirable for this 
purpose. 

Aside from the form letters recom- 
mended hérein, continued personal con- 
tacts are the most effective method of 
promotion. Systematic visits will en- 
able the bank to learn first hand 
whether its service is known and liked. 
It is the best way of ironing out mis- 
understandings and suggesting solu- 
tions to personal problems. 

Often, the motion picture, YOUR 
DOLLARS—IN UNIFORM! affords an 
opportunity for further contact—for 
even though the employes are signed up 
in payroll savings, this film will keep 
up their interest in saving and at the 
same time acquaint them with their 
savings banks. As a general rule, an 
employer may be reluctant to sponsor 
the film, but in most cases is willing to 
provide a time and place for its show- 
ing, provided attendance is not made 
compulsory. 


Redeeming War Bonds 


There has been considerable discus- 
sion as to what a bank’s attitude should 
be regarding the redemption of War 
Bonds. This, again, is a matter of serv- 
ice. Since the bank has apparently 
been only too willing to accept the 
savers money for the purchase of 
bonds, it seems reasonable from the 
customer’s point of view that the bank 
assist in the redemption of bonds. So 
from a service point of view, the indi- 
vidual expects aid from his bank in 
filling out the redemption form and on 
the best procedure to follow . . . if not 
in actually handling the transaction for 
him. 

Payroll savings for War Bonds also 
offers an opportunity for safe deposit 
box rentals. Most savings banks, quite 
properly, have agreed to hold War 
Bonds in safe keeping free of charge, 
at least up to a certain limit, since safe 
deposit rentals would wipe out the 
return on smal] bonds by the time of 


‘Since the bank has appar- 
ently been only too willing to 
accept the saver’s money for the 
purchase of bonds, it seems rea- 
sonable from the customer’s 
point of view that the bank 
assist in the redemption of 
bonds.’’ 


their maturity. However, after an in- 
dividual has accumulated several hun- 
dred dollars’ worth of War Bonds, the 
bank is justified in requesting the per- 
son either to accept delivery of the 
bonds or to renf a safe deposit box for 
their custody. This is a matter which 
at the proper time should be handled 
by a personal call, where possible, or 
at least by a personal letter. 

Many more original and effective 
means of building customers through 
payroll savings arise daily but the 
point of this article is simply to out- 
line the possibilities inherent in this new 
service. Payroll savings need not be 
an out of pocket burden. It can be a 
means to better public relations and 
new business. 


© 


Wuat war has done both to the thrift 
instincts and to the ability to save of 
the ordinary American citizen is im- 
pressively illustrated by the half billion 
dollars cash receipts netted by codpera- 
tive banks and savings and loan asso- 
ciations the first half of 1942, accord- 
ing to Fermor S. Cannon, Indianapolis, 
Indiana, president of the United States 
Savings and Loan League. 

He points to three salient details of 
the inflow of funds into the thrift and 
home financing institutions: 

1. New money which came in from 
savers and investors in June was $116,- 
834,000, a fifth again as much as in the 
same month of 1941. 

2. Repayments on the principal of 
home mortgage loans were $360,825,000 
for the first five months this year. 

3. The net gain in new money for 
the half year was $142,912,000. 
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A Code of Consumer Credit 
Principles 


HE Committee on Consumer Credit 
of the Wisconsin Bankers Associa- 
tion has adopted a code of prin- 
ciples for the guidance of member banks 
making consumer ioans under present 
war conditions. 
The text of the code which was 
adopted August 19 follows: 


1. We will adhere strictly to the 
spirit and letter of Regulation W, and 
become recognized as its best authority 
in our community. 

2. We will inform and educate our 
directors, officers, and employes, regard- 
ing the facts of this type of lending, so 
that they will accept it as a sound and 
essential bank function. 

3. Consumer credit lending, even in 
small banks, requires certain specializa- 
tion—we will place the responsibility 
of this operation in one man, with 
authority to enforce recognized policies 
of standard procedure. 


4. We will bring to bear upon all 
applications the best lending judgment 
we have, realizing at the same time, 
that we must strive to find ways to 
make loans soundly, rather than to find 
excuses for not making them. 


5. We will follow credit policies 
which will build public confidence, and 
_establish our service on a permanent 
basis, to be available to worthy bor- 
rowers, during war or peace, prosper- 
ity or depression. 

6. We will maintain adequate records 
on outstandings, volume and type of 
loans made, delinquencies, and cost 
figures, to enable accurate and _ fre- 
quent appraisals of the trend of opera- 
tions. 

7. We will charge a rate which is 
reasonable to the borrower, but suff- 
cient to cover all operating costs, pro- 
vide adequate reserves, and a net return 
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on funds invested; at all times quoting 
our charges and terms clearly and 
accurately. 


8. We will refund to the borrower 
unearned charges on loans paid in 
advance, based and computed accu- 
rately on a rebate schedule which con- 
forms with the law under which we 
operate. 

9. We will maintain a reserve for 
losses on a basis of at least one per cent 
of loans granted, until 10 per cent of 
the net outstanding is reached. 


10. We will follow a program of con- 
tinuous written and spoken advertising, 
which, at all times: 

(a) Will be truthful in 
and implication. 

(b) Will accurately set forth our 
services, with no reflection on competi- 
tors. 

(c) Will stress service to the public 
and make no false, misleading, or de- 
ceptive statements concerning rates, 
terms, or conditions for making loans, 
preferably avoiding advertising of loan 
costs or rates. . 

(d) Will not encourage individuals 
to borrow needlessly. 

(e) Will avoid such misleading 
phrases as “lowest rates,” “quickest 
service,” “bank rates.” 


11. We will be constantly on the 
alert for new legitimate sources of 
loans, in order to provide the necessary 
diversification. 

12. We will take an active part in 
helping to guide and direct the com 
sumer credit lending of all agencies, 
along sound and conservative lines, 
actively supporting and promoting the 
passage of laws which will enable banks 
to better serve in this field, and vigor 
ously opposing any unsound legisla- 
tion. 


statement 
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From Saints to Sinners 


By C. 


Assistant Manager, General 


Insurance 


HEN experts speak learnedly of 

the inflationary spiral and of the 

necessity of cutting down the pur- 
chasing power represented by the 
greatly increased income of the Ameri- 
can public, they frequently leave the 
long-suffering white collar workers out 
of their calculations. While the income 
of the wage earner in many instances 
has doubled and trebled and even quad- 
rupled, it is the rare clerk or book- 
keeper whose salary has kept pace with 
the increased cost of living. Such white 
collar workers have been for years the 
economic backbone of our nation. 
Their incomes, although small, have 
been steady. Their thrift has built up 
the savings banks and the life insurance 
companies and the modest suburban 
communities. Their lives, channeled 
within the narrow walls of placid fa- 
miliarity. have formed our customs and 
conventions. 

All this is precisely why it is probable 
that some of them, in the days to come, 
are going to steal their employer's 
money. By force of habits ingrained 
during a lifetime, this group has come 
to regard as necessities not only basic 
food, clothing and shelter, but good 
food, good clothing, good housing, plus 
the small luxuries and the infinite vari- 
ety of gadgets that spell respectability 
in America. In the last year the cost 
of living has risen roughly 15 per cent. 
This is equivalent to a cut of $375 in 
the salary of a man or woman making 
$2,500 a year. Income taxes are much 
heavier and are going to be even more 
of a burden. It is very easy to say that 
everyone must reduce his standard of 
living, and in most cases an honest ef- 
fort will be made to do so, but some 
persons, less adaptable than others, will 
find the sacrifices too great. The em- 
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ployer’s cash box is in real danger 
from this group. It is sad to think that 
a trusted old employe will turn embez- 
zler in order to maintain appearances, 
but such things often happen in nor- 
mal times and will happen even more 
frequently now. 


Lower Income in Some 
Employment Classifications 


Due to industry’s sudden shift to war 
production, many a manufacturer and 
many a sales organization has had to 
make radical changes or has _practi- 
cally been put out ‘of business. As a 
result, a host of salesmen and other 
personnel have found, almost overnight, 
that their normal usefulness has dis- 
appeared. Some of them have drifted 
from temporary job to temporary job. 
Others, with technical ability, have been 
lucky enough to remain in the same or- 
ganization. Generally speaking, though, 
the earnings of this group have 
dropped. 

Everything that has been said in the 
preceding section can be repeated with 


The _ disastrous upheavals 
caused by war have as one effect 
the deterioration of individual 
honesty. In analyzing the fac- 
tors which contribute to this 
alarming situation, Mr. Rich 
points out the problems of white 
collar workers whose earning 
power is reduced by taxation, 
increasing costs of living, and 
other war factors. This article 
is reprinted in part with per- 
mission from ‘‘American Mu- 
tual Magazine.’’ 


THE BANKERS MAGAZINE for September, 1942 





SAFE DEPOSIT OPERATION 
AND MANAGEMENT 


A Symposium of the Best Methods 
and Policies, written by Specialists 
of Experience and Reputation 
This book is a symposium on the 
best methods and policies employed 
by the best managed safe deposit 
departments. It aims to present, 
first, the historical background of 
the safe deposit department, with 
its development in this and other 
countries; second, the construction 
of safe deposit vaults; third, the 
organization of the department, the 
selection of a manager, and the 
manner in which the vaults should 

be managed. 
Price $2.50 
BANKERS PUBLISHING CO. 
465 Main St. Cambridge, Mass. 


preater emphasis about these unfortu- 
nate persons. They are confronted with 
rising living costs in the face of falling 
income, making adjustments even more 
difficult. Remember, too, that many 
salesmen are highly extrovert, free- 
spending types, not inclined toward 
penny pinching, and likely to be re- 
sentful of the uncomfortable position 
in which, through no fault of their own, 
they find themselves. We are thus 
forced to the conclusion that some em- 
ployers are going to find themselves 
poorer because temptation became irre- 
sistible to a former $6,000-a-year man 
now making $2,500. 


Keeping Up with the Joneses 


Nowadays the “Joneses” in a lower- 
middle-class neighborhood are likely to 
be the riveters, the machinists, the weld- 
ers—the men with grease under their 
nails and lunch pails under their arms. 
This is not going to make Mrs. Smith, 
the bookkeeper’s wife, very happy. For 
years she has considered herself just a 
cut above her neighbors, principally 


because her George has always brought 
home his $35 a week, regardless of 
whether or not the plant was running 
full time. However, today $35 a week 
is pretty small potatoes, particularly 
when it must compete with the $85 that 
Mrs. Smith’s erstwhile “social inferi-’ 
ors” are making. 

Many of the Mrs. Smiths of this 
world, not being philosophers, are go- 
ing to find this pretty hard to take. 
They are going to try to keep up with 
the Joneses, even if Mr. Smith has to 
be nagged night and day. Many a man 
has been driven to the point where he'll 
do anything to keep his wife out of his 
hair and many an employer has found, 
after the auditors have been around, 
that he has been supporting his book- 
keeper’s wife in embezzled luxury. 


Other Sources of Family Income 
Drafted Into the Service 


Every office of any size knows the 
working wife or sister or mother whose 
job makes the difference between a 
mean existence and a fairly comfortable 
life. Houses are bought, cars are oper- 
ated, children are in college, because 
these women supplement the income of 
the family. When the husband or 
brother or father goes in the army, the 
result may be to throw the family 
finances into chaos and to force drastic 
changes. A house for which a husband 
and wife have scrimped and saved and 
into which they have built their dreams 
is extremely difficult to give up. So is 
college education for a favorite younger 
brother. In many individuals these 
dreams and ambitions are the motivat- 
ing force of existence. To interrupt 
them abruptly, particularly if they are 
near realization, can produce a state of 
mind that finds it easy to rationalize the 
“borrowing” of an employer’s funds. 
The sad part of it is that in this type of 
case the vast majority of men and 
women who go wrong are so emotion 
ally confused that some of them are 
actually unconscious of their guilt. 
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What's Right with the War Effort 


By Rosco— DRUMMOND 


(Reprinted from The Christian Science Monitor) 


EST we forget—it’s time somebody 
iy which are very right about Amer- 
set down a few of the many things 

ica’s war effort. 

Nobody today is belittling what is 
wrong. Nobody questions that at this 
moment the United Nations are going 
through the blackest and most doubt- 
ful days of the fighting. Nobody is any 
longer promising victory without sacri- 
fice or peace without struggle. Nobody 
is holding back because things are go- 
ing too well. 

But this current orgy of national self- 
condemnation is as unjustified by the 
facts as was the mood of easy optimism 
which preceded it. Each represents 
a state of unthinking which Axis propa- 
gandists are constantly and subtly seek- 
ing to foment. 

There is need today of a truer per- 
spective of what the United States has 
been doing in this war ever since Hit- 
ler’s pattern of world conquest came 
out in the open in the autumn of 1939. 
There is not a thing which doesn’t need 
to be done better, but a realization of 
the many things done signally well will 
be stronger impetus than restless dis- 
satisfaction with things done not well 
enough. 

Here, then, are ten facts from many 
to be etched on the other side of the 


shield of America’s role in the war thus 
far: 


Axis Threat Foreseen 


1. The clarity with which American 
leadership, pre-eminently illustrated by 
President Roosevelt, perceived the na- 
ture and threat of Axis militarism, from 
the lowering shadow of Munich to the 
open attack at Pearl Harbor, may well 
Prove one of the greatest contributions 
to freedom and security in American 


history. It meant that the United States 
did not wait until it was nearly de- 
feated by Nazi subterfuge before it be- 
gan to prepare against Nazi aggression. 
Hitler sought to demobilize America be~ 
fore America could mobilize itself. The: 
United States was too wide-awake too 
soon for that. 

2. The greatest political conception 
of the war is the Lend-Lease Act. It cut 
through the whole jungle path of neu- 
trality stumps, war-debt limitations, 
and currency blockades which were un- 
wittingly aiding Germany to pick off its 
victims one by one. Credit the Presi- 
dent and the overwhelming majority of 
Congress and the American people. 
For this. we have strong allies today. 

3. The attack on Pearl Harbor has 
been a source of strength, not a source 
of weakness to the United States. It is 
dangerous to be at war with the enemy. 
It was more dangerous to be at peace 
with the enemy. The risks of fighting 
are not as great as the risks of not 
fighting. 

4. As Hitler continued to affirm at 
regular intervals that he never intended 
to war on the United States, Congress 
enacted the first peace-time Conscrip- 
tion Act in American history. That 
was good judgment, the kind of judg- 
ment which is today available to guide 


The accompanying article is 
reprinted from The Christian 
Science Monitor because it is felt 
that in the midst of much well- 
deserved criticism of what is be- 
ing done in Washington it is 
well to remember the many 
other things that are right and 
worthy of praise and support. 
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the war effort. This is the fairest, most 
efficient, most democratic conscription 
statute with which a free nation has 
ever called its citizens to arms. It 
was honestly and fearlessly conceived. 
It is being honestly and fearlessly ad- 
ministered. 

5. In 1940, the United States pos- 
sessed a puny, paltry, long-neglected 
standing army of all of 200,000 men 
who, if they pooled all their Model-T 
tanks and popguns, would have been in 
a position to put up quite a show in a 
Civil War battle. Today, the United 
States possesses a rigorously trained, 
modernly equipped, balanced, diversi- 
fied fighting force of 4,000,000 Ameri- 
cans, thousands of whom are already 
at the war fronts. The speed and 
smoothness with which the Army has 
been brought into being is one of the 
great achievements of this war. It took 
great vision and great skill. Credit the 
General Staff and the President and 
Congress and the readiness of the na- 
tion to see the need and accept con- 
scription. 

6. Admiral William D. Leahy, Chief 
of Staff to the Commander-in-Chief; 
Gen. George C. Marshall; Admiral 
Ernest J. King, Chief of Naval Opera- 
tions, and President Roosevelt are ev- 
ery one of them men of large stature. 
They are cool and courageous. They 
work well together. They are Amer- 
ica’s Supreme Military Command. It 
is a strong and determined combination. 

7. It is premature to sell American 
war production short. Donald Nelson’s 
week-end figures are in the right di- 
rection. The merchant shipbuilding 
program is moving ahead of schedule. 
Raw materials are short in part because 
production has come so fast. The War 
Production Board has made its mis- 
takes and is profiting by them. 

8. The Office of War Production, be- 
cause it has a record of complete relia- 
bility and candor, and the Office of 
Censorship, because it has a record of 
competence and restraint, deserve posi- 
tive praise. 

9. The Office of Price Administra- 


tion is doing ten times as much to con- 
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trol inflation as was done in World 


War I. 
Unbreakable National Unity 


10. The United States never pos. 
sessed such solid, effective, unbreakable 
national unity in time of war as it does 
today. 

All the mistakes of a democracy are 
continuously out in the open. They 
look twice as bad as they are. Most of 
the mistakes of dictatorship are con- 
tinuously concealed. They are usually 
twice as bad as they look. Suppose 
President Roosevelt should suddenly 
and without explanation fire the en- 
tire General Staff. Criticism, debate, 
speculation would have preceded and 
followed such an action for weeks. The 
people would think the war effort was 
falling apart. That’s what Hitler did 
when the Nazis failed to crack Russia 
a year ago—and later put back the 
generals. Don’t think that everything 
goes well within the dictatorships and 
nothing goes well with democracy. 

American democracy has little to 
apologize for in its conduct of the war. 
It makes its mistakes in the open and 
corrects them in the open. National 
gratitude for things well done can be a 
greater inspiration than national self- 
condemnation for things badly done. 
Gratitude is not complacency. It is 
alertness. 

® 


As bankers, you have a responsibility 
to continue to render your special 
service—not in a wild disregard for the 
safety of your own institutions, but to 
the extent possible under war condi- 
tions. There should be no undue credit 
discrimination against those who have 
been called upon to register for pos- 
sible service in our armed forces. 

I believe that if legislators, the pub- 
lic and the courts give fair and reason- 
able consideration to the problem of 
civil relief for those in military service, 
American bankers will be able to do 
their part and continue to render the 
fine service they have in the past—Lina 
K. Twinen to ABA Credit Clinic. 
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The Nugent Reverse Credit Plan 


From Consumer Credit, published by Consumer Banking Institute, 
Washington, D. ( 


OLF NUGENT, chief of OPA’s 

requirements branch, has _ sug- 

gested a form of relief for vendors 
and credit institutions which uniquely 
contemplates “business as usual vag 
production and delivery.” Termed "— 
stalment selling in reverse,” this ie 
involves current sales of consumer dur- 
able goods for future production and 
delivery. 

The press jumped the gun in picking 
it up from an extemporaneous speech. 
There are discrepancies in the various 
reports of it. Mr. Nugent is now re- 
ported to be perfecting it in writing. 

Under the Nugent plan, as reported, 
retail dealers would accept orders for 
automobiles, refrigerators and other 
durables along with a down payment 
upon them. The buyer would then 
receive a coupon book covering the in- 
stalment payments in much the same 
manner as he did in similar past pur- 
chases. Beyond the initial payment all 
instalments would be paid to a credit 
institution. Upon completing payments 
as contracted, the buyer would hold a 
receipt redeemable whenever goods con- 
tracted for again became available. He 
would receive a small discount as com- 
pensation for this period of waiting. 

At the time of sale, the dealer would 
collect a commission amounting to 6 
per cent of the sales price. The re- 
mainder of the down payment he would 
send to the Treasury or the Federal 
Reserve Board for conversion into a 
form of war bond. As_ instalments 
were paid to credit institutions, 99 per 
cent of them would likewise be sent to 
the Government for conversion into 
bonds. The remaining one per cent 
would be retained by the collecting 


agency as a fee for services rendered. 


It is a saving device, pure and simple. 


By dedicating blocks of savings to a 
specific purpose, it is contended that 
manufacturers will have a backlog of 
orders to encourage their post-war re- 
conversion. By supplying new incen- 
tive, it is felt that the plan will increase 
total savings and hence aid in the fight 
against inflation. 

Other than possible relief afforded 
tradesmen, the Nugent Plan accom- 
plishes little which could not be equally 
well done by individual savings pro- 
grams. At this time, then, it must be 
evaluated specifically in terms of that 
relief and generally as a_ catalytic 
agent for savings. With or without 
specific orders, a backlog of savings, 
impatient to be spent. would hurry 
manufacturers on the road to reconver- 
sion when the war ends... . 


Contrary to Human Nature? 


Human nature being what it is and 
the American public long wedded to 
the practice of buying first and paying 
afterward, the plan undoubtedly faces 
a hard up-hill fight. It will be hard for 
the profligate to resist the temptation 
to spend for present enjoyment. It will 
be hard for the newly employed to post- 
pone still further some of the pleasures 
they have long had to forego. It will 
be hard for the frugal to keep from 
weighing the possibility that they may 
not want the article by the time it is 
available or to overlook the possibility 
that they may be buying “a pig in a 
poke.” 

Nonetheless, with events moving at 
their present rapid pace and with a 
dearth of suggestions for the alleviation 
of present distress, it will behoove banks 
and credit institutions to look into the 
so-called Nugent Plan. 
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SURVEY 


Condensations from Magazxnes, Reviews, 


Reports, Bulletins, Radio Discussions, 


Advisory Services, Newspapers, etc. 


SOCIAL SIGNPOSTS FOR THE POST-WAR PERIOD 


The Times, London 


OME signposts for the shaping of 

society after the war were set up 

by Mr. Bevin when he spoke to the 
National Chamber of Trade on July 
15. The one he put first was the mini- 
mum wage. It is Mr. Bevin’s purpose, 
on behalf of the government, to secure 
a regulation of minimum wage rates for 
all employments. He was careful to 
say that the regulation would be limited 
to minimum rates and so leave the 
superstructure unaffected. In_ their 
country’s service, men and women have 
been torn away from their normal life 
and work, and if the government can 
help it they are not going to be thrust 
out of the Forces and war industry into 
a teeming labor market to scramble for 
a living at any price. A government 
having this resolve has also, in legisla- 
tion, the means to give effect to it; but 
Mr. Bevin has in view a procedure of 
voluntary negotiation and not a fixation 
of wage rates by government edict. 
His reference to the distributive trades 
was to the point. The organization of 
employers and workpeople in the dis- 
tributive trades has been a slow and 
difficult process, and only in recent 
years has it reached a stage when com- 
prehensive wage agreements could be 
made. The extension of voluntary ar- 
rangements through the whole area of 
employment would clearly make direct 
government action unnecessary, but 


there is a range of industries in which 
socially injurious conditions of em- 
ployment have only been cured by the 
establishment of trade boards and the 
virtual regulation of wages by the inde- 
pendent members of the boards who are 
the nominees of a Minister of the 
Crown. 

New hopes will attend the future reg- 
ulation of wages by voluntary negotia- 
tion. Mr. Bevin gave one reason for a 
changed outlook in the fact that the Air 
Force and specialized units of the Army 
and the Navy have developed in many 
thousands of young men a stronger 
sense of individual worth. They are 
living adventurous lives in a spirit of 
national service. Demobilization will 
revolutionize their environment and 
bring them back to the flat levels of in- 
dustrial and commercial routine. Mr. 
Bevin hopes that a spacious outlet may 
be found for the spirit of adventure and 
enterprise in the colonies and Domin- 
ions and elsewhere overseas where our 
trade and commerce reach. He is also 
among those who hold that a new spirit 
must take possession of industrial and 
commercial enterprise if it is to answer 
the spiritual as well as the material 
needs of man. Service is a motive to 
put on a higher plane than profit, 
though high motive will never miracu- 
lously transfer a balance from the 
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wrong to the right side of a profit and 
loss account. When industry is re- 
garded as a service it is still subject to 
the requirements of efficiency and, 


therefore, to the tests of accountancy. 
But the final valuation of a product in 
terms of use and satisfaction is not in- 
compatible with economic principles. 
Mr. Bevin gave industrialists and men 
of business something to ponder over 
when he said that the duration of rigid 


state control after the war and the de- 
ferment of flexibility will depend to a 
large extent on whether the moral force 
of industry is strong enough to avoid 
state control. That is another way of 
saying that if the higher standards of 
life and freedom required by common 
opinion are not established by industry 
and trade, then they will need to be 
maintained by state action and control 
in one form or another. 


INFLATION AND POLITICS 


Monthly Bulletin, American Institute for Economic Research 


VEN in Germany, where political 

activities are restricted to the cabals 

of the Fuehrer’s hierarchy and are 
concerned with only an _ infinitesimal 
part of the population, reports indi- 
cate that the effects of inflation are per- 
meating the economic system. Never- 
theless, symptoms of inflation in the 
Reich have been slow in making their 
appearance. Inflation in Germany has 
manifested itself primarily by exorbi- 
tant prices in the black markets, while 
official prices have remained stable. The 
situation is so different in this country 
that we could scarcely hope to limit the 
effects of inflation with the same degree 
of success had we been engaged in costly 
warfare for more than two and a half 
years. 

It is being all too clearly demon- 
strated that our Government’s surrender 
to political considerations is nullifying 
its attempt to check the effects of infla- 
tion on the nation’s economy. The first 
and most serious fault, the responsibil- 
ity for which is shared both by the 
President and by Congress, is the fail- 
ure to tax away the new buying power 
that the Government’s war spending is 
distributing to the public. The logical 
means of accomplishing this is available 
in a broad sales tax, but the President 
has expressed his opposition to this 
form of levy, and a maiority of Congress 
could not be mustered for it in an elec- 
tion year. 

Of course, the surest way to avoid the 
effects of inflation is to prevent the 


development of inflation in the money- 
credit system. Failing this, it is still 
possible to postpone the full impact of 
inflation on the price structure through 
economic controls. This the Govern- 
ment has attempted to do in its Emer- 
gency Price Control Act. Here again, 
Congress has bowed to political consid- 
erations and has failed to extend the 
same controls over the prices of farm 
commodities that are imposed on other 
classes of goods. Even the broad excep- 
tions made in the Emergency Price Con- 
trol Act to appease the Farm Bloc 
might not nullify the effects of the con- 
trols if the Government could more 
freely dispose of its large stocks of farm 
commodities held by the Commodity 
Credit Corporation. In order to sell 
any of these surpluses at reasonable 
prices, the Government is being forced 
as a recompense to give the farmers 
another bonus in the form of 100 per 
cent of parity loans. 

Food costs are the most important 
item in the wage earners’ household 
budget, and soaring farm prices have 
so raised the cost of living that organ- 
ized labor has demanded and _ been 
granted by the Government wage in- 
creases to compensate for higher living 
costs. The conception of wage increases 
to offset increases in the cost of living 
is contrary to the President’s statement 
of the duties of civilians in wartime: 
that they must sacrifice part of their 
high living standards in making their 
contribution to the war effort. 
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These considerations are no secret in 
Washington. They are known to the 
President, to the majority of the mem- 
bers of Congress, and to Government 
economists. The minority groups, 
whose demands are so greatly increas- 
ing the difficulties of price stabilization, 
might be persuaded to forego tem- 
porary advantages if by courageous 
leadership the Administration and Con- 
gress stood firmly for sound economic 
principles. Of course, it is much easier 
to promise people the chance of getting 
a temporary advantage than it is to per- 
suade them to the need for preserving 


intact the heritage that they already 
have. 

Playing politics with inflation is 
almost as hazardous as playing politics 
with war. In fact, there is no clear-cut 
distinction between the two, because the 
soundness of the Nation’s credit is an 
integral part of the program for the 
successful prosecution of the war. There 
is some hope that Congress and the Ad- 
ministration will adopt a more realistic 
anti-inflation program after the fall 
election, when political considerations 
will temporarily be less urgently pres- 
ent in the minds of our elected officers. 


THE BANKER’S CONSECRATION 


Bulletin, Idaho Bankers 


. must be seriously realized that 
l we are just at the beginning of the 
war, that more and more money 
will be required to carry it on to suc- 
cess. Bankers will have to forget that 
they are bankers with ambition to build 


up big and bigger footings. They must 


harden themselves to the degree where 


they can look a depositor in the face 
who has acquired substantial funds and 
seriously say to him, “Jim, what are you 
going to do with this money?” and 
then when they find that he has no 
vitally pressing need for it to firmly 
advise, yes, even admonish him, that all 
the unneeded part of it should 
promptly invested in the war needs of 
his country. 

Ninety-nine times out of a hundred 
the money he is in possession of came 
to him directly or indirectly as the 
result of the war program, and, there- 
fore, must, if the financial balance is to 
be kept, go back into the program in 
order that it may continue to serve and 
the program of war continue. 

Maybe if the banker is too persistent 
his depositor may resentfully carry his 
cash to some other bank, but if the other 
banker has the breadth between his eyes 
to justify his being a banker, he will 
give the discontented one the same lec- 
ture with even more emphasis. This is 
no time to be mealy mouthed on this 


be 
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Association, 


Boise, Idaho 


subject. We are at WAR and War is 
Hell, and as one thoughtful person re- 
marked, “I’d rather go to hell than sub- 
mit to the victory of either of these 
national gangsters with whom our 
country is involved in savage all out 
war. 

In this vast outlay of vitally required 
energy and finance, this stratosphere of 
sacrifice, we must outdo our enemies 
and it will require of the banker the 
same stern devotion to the objective of 
victory that it does of the boys who are 
facing the hardships of war and deadly 
bullets of the enemy, and business con- 
siderations must become secondary. 
This is our fight as it is the fight of 
every American who loves his country 
and is willing to dare greatly for its 
preservation. 

No one else has the same opportunity 
to know who should contribute and how 
much they can contribute as the banker 
and no one else can so_ persuasively 
turn the heat on to get the surplus funds 
invested in war bonds. 

Those bankers who throw themselves 
most vigorously into this program will, 
when the war is over, be most grate- 
fully rewarded by the confidence and 
thanks of those whom they succeeded in 
persuading to invest their surplus funds 
in our country’s war program. Let 
there be no doubts as to that. 
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NATION’S REAL INCOME GAINS 


Investor's Syndicate, Minneapolis, Minn. 


HE American public during the 

first half of 1942 had a “real 

income” of $1.17 against $1 in the 
same 1941 period. The public had a 
cash income of $1.31 in the first six 
months of this year compared with $1 
in the like 1941 menths, but living ex- 
penditures during the first half of this 
year took $1.12 compared with $1 in 
the like period of a year ago. Real 
income is money in terms of what it 
will buy in goods and services. 

Certain trends are visible in the 
action of the individual indices that go 
to make up this study, during the first 
six months of this year. Wages and 
salaries have increased only slightly 
during this period as compared with the 
beginning of the year. Investment 
income as well as “other income” show 
substantial declines, even though the 
average for the whole period is ahead of 
the average for the same period last 
year. 

All prices, with the exception of 


clothing, have risen only moderately 


during the past six months. As com- 
pared with last December, for example, 
the American public at the middle of 
this year was paying $1.04 for the same 
quantity and quality of food that cost 
$1. Their rent at the turn of the middle 
of this year cost $1.02 for every $1 
they were spending on shelter in the 
final month of 1941. Civilians, how- 
ever, were paying $1.10 at this mid- 
year for the same clothing they could 
purchase for $1 at the end of 1941. 
When the public, however, compare 
the amount of money they got and spent 
and their purchasing power during the 
first six months of 1942 with the same 
period of 1941. certain trends also are 
clear. . 
Their cash income, that is, the money 
they received from all sources, such as 
wages, salaries, other income, and in- 
vestment income, in accordance with 
the national average of income pay- 
ments, was $1.31 during the first six 
months of 1942 compared with $1 in 


the corresponding 1941 period.  In- 
creased prices took a toll of these larger 
incomes, however, and reduced the 
“real income” of the average American 
consumer. 

Cash outgo, assuming the American 
public spent its money in_ typical 
national fashion, for daily living lux- 
uries and necessities like food, cloth- 
ing, shelter, and the long list of mis- 
cellaneous items and services that give 
zest to life, averaged $1.12 during the 
first half of this year compared with $1 
in the like 1941 period. 

Foods, which ever bulk largest in the 
budget of necessities of the average con- 
sumer, cost $1.21 in the first six months 
of this year compared with $1 in the 
corresponding months of 1941. This 
assumes the same quantity and quality 
of food as was consumed last year. 

Clothing registered the next largest 
price increase. The average American 
civilian paid $1.18 for the same amount 
and quality of clothing during the first 
six months of this year that $1 would 
buy in the same 1941 period. 

Housing, taking the nation as a 
whole—rather than certain exceptional 
defense areas where rents soared until 
more ‘shelter was provided and ceilings 
enforced—cost $1.03 during the first 
half of this year in contrast with $1 in 
the like 1941 period. 

Miscellaneous items and services dur- 
ing the first six months of 1942 averaged 
$1.12 compared with $1 in the corre- 
sponding 1941 months. 

Wage envelopes, reflecting longer 
hours of work, overtime pay and higher 
wage rates, in the first half of this year 
contained $1.38 for every $1 in the like 
months of 1941. 

“Other income,” that is. income re- 
ceived from farm earnings, profits from 
partnerships and proprietorships, royal- 
ties, etc., was at the rate of $1.38 in the 
first six months of 1942 compared with 
$1 in the same 1941 period. 

Salary checks were drawn for $1.21 
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during the first half of this year against 
$1 in the like 1941 period. 

Higher costs and taxes are limiting 
profits of most corporations and estab- 
lishment of reserves for still higher 
taxes is dictating more conservative 


dividend policies. In consequence in- 
vestment income, chiefly dividend and 
interest payments, was distributed at the 
rate of $1.01 in the first half of this 
year compared with $1 in the first six 
months of 1941. 


SUBSIDIES TO OFFSET PRICE “SQUEEZES” 
Monthly Letter, National City Bank of New York 


N some cases, and under conditions 
still to be defined, the O. P. A. has 
disclosed that it expects to pay sub- 

sidies where the squeeze of the price 
ceilings or future cost increases is in- 
supportable. Since an appropriation of 
funds from Congress will be required 
if the payments are to reach any large 
sum, it may be some time before a sub- 
sidy plan is formulated in detail. The 
Senate Banking and Currency Commit- 
tee included, in a bill increasing the 
borrowing power of the Reconstruction 
Finance Corporation by $5 billion, au- 
thority for the Corporation to pay sub- 
sidies. However, the amendment was 
withdrawn, on the Senate floor, for fur- 
ther study. 

Subsidy provisions, to prevent in- 
creased costs of raw material from being 
rolled forward to the consumer, are in- 
cluded in the Canadian price control 
measure, upon which ours is modeled. 


It is evident, however, that where sub- 
sidies are paid they increase the gov- 
ernment debt, put added purchasing 
power in the hands of the people who 
receive them, and thus add to the in- 
flationary forces which the price order 
is designed to control. Whether the 
burden is in higher prices or subsidies, 
eventually it falls upon the people. The 
difference is that higher prices are 
borne by those who consume the goods, 
while subsidies spread the increased 
costs over the economic system as a 
whole. It may be argued with some 
reason that it is more desirable to place 
part or all of certain war-time costs, 
such as the added cost of railway trans- 
portation of petroleum and coal to 
places formerly served by ships, upon 
the whole economy rather than the peo- 
ple affected. On the other hand, a sys- 
tem of subsidies opens the gates to 
abuses, to political pressures, and to 
maintenance of inefficiency. 


N. Y. SAVINGS BANKS REPORT INCREASES 


Press Release, Savings Banks Association of the State of New York 


ITH war bond sales by the sav- 

ings banks in July up 72.8 per 

cent over the preceding month 
and a record number of new savings 
accounts opened, the savings banks in 
New York State report a definite change 
in the public attitude toward saving a 
part of their current incomes. 

Total war bond sales by the New 
York State savings banks in July 
amounted to $32,224,000, an increase 
of 72.8 per cent over June and, with the 
exception of January, the largest sales 
in any one month since the War Bond 


Campaign started. Sales of Series E. 
Bonds were $24,538,000 and were 33 
per cent of the total of “E” bonds sold 
by all agencies in New York State dur- 
ing July. 

The number of new accounts opened 
also was highly favorable, amounting to 
86,985, as compared with 60,022 in 
June and 77,274 in July 1941. This 
resulted in a net gain of total savings 
bank accounts of 5,393 for the month. 
The number of new accounts opened 
exceeded the total for the month of July 
in all but two of the last ten years. 
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One contributing factor to the in- 
creased number of war bonds sold is 
the savings banks’ payroll savings 
service. Through this service more than 
125.000 wage and salary earners are 
saving in excess of $900,000 a month 
for the purchase of war bonds. 1.650 
employers are participating in these 
savings bank payroll plans. 

“There has been grave concern on 
the part of many,” stated Henry Bruére, 
president of the State’s Savings Banks 
Association and of the Bowery Savings 
Bank, in announcing these figures, “that 
new savings are not absorbing an ade- 
quate proportion of increased earnings. 
However, both Bureau of Labor Statis- 


tics and Department of Commerce re- 
ports for the first six months show 
that the increase in consumer purchases 
has lagged behind the rapid rise in 
income. 

At the same time, until now there has 
not been any evidence that the surplus 
income was actually going to work 
through investment in War Bonds, pur- 
chases of life insurance or deposits in 
savings accounts. These figurres for 
July coupled with those already an- 
nounced by the War Savings Staff indi- 
cate that the flow of excess earnings into 
savings has now started and we hope 
that it will continue to increase sharply 
over the coming months.” 


FOUR REASONS FOR BUYING A HOME NOW 


Home Building and Home Owning Committee of the United States 
Savings and Loan League 


1. Buying a home today is an indis- 
putable way to get the most out of the 
dollars which come to hand, since the 
inflationary trends in the war economy 
are being merely checked rather than 
eliminated, and it seems inevitable that 
dollars will have smaller purchasing 
power next year. Spending them for 
tangible, long-time necessities of life is 
common sense. 

2. The same unprecedented terms of 
home financing developed during the 
last decade by codperative banks and 
savings and loan associations, and other 
lenders are available to buyers today, 
and mortgage money is plentiful. That 
many of yesterday’s renters have been 
quick to recognize this fact is witnessed 
by the increasing dollar volume of home 
purchase mortgage loans made by sav- 
ings and loan associations and cooper- 
ative banks as 1942 has gone along. 

3. The practical elimination of com- 
peting items for the family’s dollars. 
the automobile and its daily ration of 
gasoline, the refrigerator, ever-improv- 
ing radio models, will make the 
monthly payment on a home come 
easier as the war economy develops than 
it has at any time since most people 


can remember. Already prepayments 
on home loans have stepped up every 
month in 1942. Even the drastic taxes 
now under consideration will not use 
all the money which time payments on 
consumer goods used to take. 


4. A home bought now and paid 
well down toward debt-free ownership 
by two or three years from now will be 
a most advantageous possession in com- 
parison with the cost of going into the 
market after the war to buy a home. 
There is likelihood that the demand 
from would-be home owners after the 
peace is won, those whose futures are 
fairly settled again after the war years 
of topsy-turvydom, will tend to drive 
up the prices of existing homes as well 
as create a home-building boom. In 
such a situation a man with his home 
half paid for is a good home economist. 

The committee estimates that in spite 
of unprecedented volume of investments 
in Government bonds this year on the 
part of savings and loan and codpera- 
tive banking institutions, they will have 
$1 billion to $114 billion available from 
now to the end of the year to meet 
legitimate demands for home purchase 
loans. 
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BUSINESS OUTLOOK BEING DECIDED ON THE DON AND VOLGA 


Business Bulletin, Cleveland Trust Company 


N the area between the Don and the 

Volga the outlook for business is 

being decided. There where the 
great armies are locked in mortal com- 
bat the futures of governments and eco- 
nomics, and human relations are being 
shaped, and predetermined, not only 
for those countries, but for this country 
and for all countries. Two irreconcil- 
able philosophies are struggling for 
mastery and even for survival, and the 
outcome will powerfully influence the 
events of our time. The issue of the 
campaign may well determine whether 
war is to be our chief business for an 
indefinite span of years into the future, 
or whether instead we may relatively 
soon return to the ways of peace. 

These are prospects which it is diffi- 
cult or impossible for us adequately to 
comprehend. For almost all of us, and 
even for most of the men in our armed 
forces, this war is still remote and un- 
real. It is something that we read about 
in the papers, but it is far off, and being 
fought by people of foreign nationali- 
ties in places the names of which we 
can neither pronounce nor remember. 
In some inadequate degree we can keep 
ourselves informed about its major de- 
velopments, but we cannot fully com- 
prehend its grim implications. 

In this country general business is 
booming, although a good many indi- 
vidual business concerns are being 
crowded into serious difficulties. Ag- 
riculture is prosperous, and this year’s 
crops will be large in quantity and high 
in quality, and they will be marketed at 
good prices. Labor is almost fully 
employed, and at the highest wages that 
have ever prevailed. The volume of in- 
dustrial production is at new high lev- 
els, and records are being made by 
mining, transportation. communication, 
and industrial construction. Our na- 
tion income is far higher than ever be- 
fore. These are conditions of pros- 


perity, but it is a prosperity produced 
by war. 

Our war production is being curtailed 
by shortages of materials, of which the 
most serious at present is the shortage 
of steel. It is these shortages of ordi- 
narily plentiful materials which will in 
the months ahead interfere most annoy- 
ingly with our normal ways of life. They 
will not cause us as individuals any real 
hardships, but they will make us do 
without some things which we should 
like to have. If they make us realize 
how fortunate we are, they will benefit 
us. 

® 


REPAYMENT KEY TO FARM LOANS 


A LOAN that cannot be paid is a “triple. 
threat.” It makes the borrower a pros- 
pect for bankruptcy and is sure to break 
down the morale of any except the most 
calloused. In addition there is the de- 
structive effect on the community in 
general. A well made and readily paid 
loan adds permanent value to your com- 
munity but a forced collection means 
putting some one out of business or 
crippling his operations and so it tears 
down the economic life just that much. 

It is better to make a loan for the 
term that you have agreed it is to run 
than to resort to the old 90-day renewal 
habit. You can’t go back on your word 
by requiring payment before the time 
that you agreed upon and the borrower 
will have a greater respect for the actual 
maturity. If you have promised to 
allow a renewal upon payment of a 
certain amount, confirm the terms to 
him by letter and avoid subsequent 
arguments. 

Don’t lend a man more than he needs 
but be sure the loan is enough to do the 
job. Borrowed money usually is not 
easy to repay and the less there is of 
it, the easier the payment—V. L. Hart, 
Ohio Superintendent of Banks. 
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VIEWS 


Recent Speeches Given Before National, 
Regional or State Groups — Digested 


or Excerpted for Your Convenience... 


NATURAL GAS FINANCING 


By Epwarp L. Love 
Vice-President, Chase National Bank, New York 


T has been an almost universal policy 

in both investment and commercial 

banking fields that all obligations in 
the natural gas  industry—whether 
bonds, debentures or notes—be fully 
amortized by maturity. I wonder if this 
has not been a blessing in disguise. 
This requirement was insisted upon be- 
cause of the limited life of the gas re- 
serves upon which such enterprises must 
depend—the theory being that all debt 
had to be retired before the gas reserves 
should become exhausted. As _ time 
passed, however, confidence in the ade- 
quacy of the gas reserves in known 
fields increased, and new gas fields were 
discovered, with the result that the coun- 
try’s total reserves increased to a larger 
aggregate amount than ever before in 
spite of increased gas consumption. Ex- 
perience has shown that even in certain 
cases where heavy withdrawals of gas 
caused a reduction of the available gas 
reserve at a rate faster than at first 
had been anticipated, the supply of gas 
can be augmented by extending the pipe 
line systems to newly discovered fields. 

During all of this time, and despite 
the depression of the early 1930's, the 
industry was establishing a commend- 
able record for meeting its maturing 
obligations with a consequent reduction 
of the over-all debt against assets and 
earning power. As a result, the natu- 
ral gas industry is in a better position 


successfully to face the uncertainties of 
the future. The large amount of equity 
money reinvested in the industry has 
created a cushion which in itself is in- 
surance against financial collapse. In 
a measure, this is reflected in your abil- 
ity to borrow, publicly or privately, at 
interest rates which are among the low- 
est at which any industry is able to 
obtain credit. Today you have an in- 
dependent credit and investment stand- 
ing. Investment and banking confidence 
has been established in the bonds, de- 
bentures and notes of your companies, 
and these securities may be found in 
substantial amounts in the loan and in- 
vestment portfolios of outstanding banks 
and insurance companies. You may be 
interested to know that the institution 
with which I am associated has been 
lending sizable amounts to the industry, 
and today these loans constitute a sub- 
stantial part of its total public utility 
loans. I am happy to say that our ex- 
perience with the industry has been 
eminently satisfactory, and we consider 
these loans among our best credits. 
The recent war activity has created 
demands for abnormal increases in your 
producing and transmission capacities. 
I know that you are all eager to meet 
these demands and that you are pre- 
pared to make the necessary capital ex- 
penditures for the additional equipment 
required. Of course, the accomplish- 
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ment in this direction may be limited 
somewhat by the inability to obtain the 
necessary Government priorities for 
this additional equipment. The lending 
facilities of commercial banks and con- 
ditions in the bond market generally 
are such as to encourage the borrowing 
of funds for such purposes. Further- 
more, sharply increasing Federal taxes 
have the effect of minimizing the addi- 
tional interest burden. However, I 
would be remiss in not pointing out to 
you the dangers in financing exclu- 
sively along these lines. You have only 
been able to do a relatively small 
amount of stock financing in recent 
years due to the unreceptiveness of the 
security markets to this form of financ- 
ing. These markets have deteriorated 
still further, and it may be some time 
before this vehicle of finance can be 


used profitably. The principal alterna- 
tive to accomplish the same end is to 
save more of your earnings and to re- 
invest them in the industry—in other 
words, to restrict your dividend pay- 
ments. It seems almost unnecessary to 
say that any increase in plant invest- 
ment made for war activity should be 
depreciated or amortized as quickly as 
possible out of earnings. Larger earn- 
ings resulting from such increased in- 
vestment should be used also to provide 
reserves against every possible contin- 
gency. Today is so sure and tomorrow 
so uncertain that advantage should be 
taken of every opportunity and pro- 
cedure for making an easier adjustment 
to some adverse development in the 
future not now foreseeable-—From an 
address before the convention of the 
American Gas Association. 


WAR MODIFIES OLD CREDIT RATIOS 


By Curis M. Smits 
Vice-President, Continental Illinois National Bank and Trust Company, Chicago, III. 


ANKERS must modify former 
credit ratios and other lending 
tests if they are to make loans suc- 

cessfully for prosecution of the war. 
Case after case could be cited of situa- 
tions where the financial statements of 
companies have been widely distorted 
by unprecedented business volume with 
the result that banks have had to de- 
velop new standards of lending. 

Other problems for banks are pre- 
sented by the companies that must com- 
pletely switch over to another line of 
business and readjust their operations 
to the new tasks. This may create one 
set of problems for the big automobile 
companies, which are highly organized, 
amply capitalized, and have able engi- 
neering staffs and management that has 
long been accustomed to a variety of 
problems. However, it is an entirely 
different and more difficult situation for 
small enterprises which are moderately 
capitalized and are under managements 
which are hard pressed to readjust 
themselves to sudden and_ violent 
changes. 


270 


We, as bankers can be helpful and 
must be alert. No one can call us slug- 
gards for the manner in which we have 
been attempting to lend money. On the 
contrary, the record shows that we have 
searched the highways and byways for 
safe, logical candidates for loans, have 
devised new ways to lend money, and 
have taken a leaf or two from the books 
of our kin, the finance companies. Now, 
as always, it is our desire to be part of 
the party, to lend money to all who 
qualify. 

But they must qualify. It would be 
misguided patriotism, indeed, if any 
banker stretched the risk beyond the 
limits of prudence and safety, simply 
because a manufacturer was making 
bullets rather than bedsprings. Nor 
does our government expect us to strain 
the solvency of the banking structure. 
On the contrary, instrumentalities have 
been provided to care for those who, 
for defense reasons, must be financed 
and who would not be proper banking 
risks. 
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It should, of course, be axiomatic 
that the tremendous dollar volume of 
production in industry in the United 
States should create loans, and should 
give the alert banker the opportunity to 
employ funds advantageously. There is, 
however, another side to the picture. 
Any diversion to a war economy means 
that some businesses must close their 
doors unless they can fit themselves into 
that economy. All businesses cannot 
shift easily, and some managements are 
more lethargic than others. Each loan 
on the books of a bank or in contempla- 
tion needs constant and careful scrutiny, 
so that we may be conscious of its rela- 
tion to the daily changes brought about 
by rationing. 

We, as bankers, may as well face the 
fact that we are going to have to think 
as we never did before. Every loan, 
every application, discloses new prob- 
lems or the possibilities of them. Every 
one must be considered separately, in- 
dependently, in the light of what we 
now know or can expect. As never 
before, we must be alert. thinking, plan- 
ning, probing, advising with customers 
and with one another to the end that 


when this whole affair is over we still 
may be useful bankers and citizens. 
Ours are the problems of today. They 
are serious enough to take all our time 
and attention, and there are tgo many 
‘ifs’ to permit of clear diagnosis beyond 
the present. How long will the war last? 
How will it be concluded? How badly 
will the contestants be spent? What 
will the national debt be? How suc- 
cessfully will our government have been 
able to cope with the problems of infla- 
tion? How will the world’s reconstruc- 
tion be worked out? And difficult as 
it is to convert from a peace to a war- 
time economy, how much more difficult 
will it be to revert from a war to a 
peace-time economy ? 

Uncertainties, uncertainties! And 
yet we, who have the grave responsibil- 
ity of being custodians of other peoples’ 
money, will find our thinking powers 
taxed to the utmost. Alert to every 
opportunity to help finance war indus- 
try, we must do so with care and cir- 
cumspection. Banking courage and 
conservatism must walk hand in hand. 
—From an uddress before the ABA 


Credit Clinic. 


MEETING TODAY’S PERSONNEL PROBLEMS 
By A. M. TyssEE 


Assistant Personnel Relations Officer, Bank of America N. T. & S. A., Los Angeles, Calif. 


HE war emergency has presented a 

serious problem to American indus- 

try in developing and keeping sufh- 
cient man power to carry out its part in 
the United Nations’ drive for victory. 
Whether it be a banking business, manu- 
facturing concern, or a mercantile busi- 
ness, the problem generally is the same. 
The nation’s industrial leaders are 
aware of the importance of keeping the 
wheels of industry turning smoothly and 
efficiently with well-trained staffs so that 
the men in the battlefields of the world 
will be properly equipped for their 
part in today’s struggle. 

In addition to the loss sustained by 
banks located in vital defense areas, 
where such men as the above are drawn 
away from banking careers, there has 
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been a high percentage of the staff in- 
ducted into military service which has 
been a serious drain on the banks. 

These are the methods used by the 
personnel men in meeting the problem 
of staff replacements: Increased inter- 
viewing hours, speeding up of the em- 
ployment procedure, newspaper pub- 
licity, employment of young men from 
the mercantile field, enlisting the aid 
of local bankers in the search for po- 
tential employes, employment of senior 
men with previous banking experience 
or similar background, volume employ- 
ment of women, a well-formulated train- 
ing program, and holding to a sound 
personnel policy. 


By applying these measures and con- 
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stantly adjusting policies to keep pace 
with the ever-changing demands being 
thrust upon the banks of this country, 
the bankers believe that they will be 


doing their part in assisting our armed 


forces and those of the other United Na- 
tions to bring this war to a victorious 
conclusion—From an address before 
the National Educational Conference of 
the American Institute of Banking. 


URGES RETIREMENT FOR BANKERS 


By P. R. HaMILL 
President, Bay City Bank & Trust Company, Bay City Texas 


my visits to banks over the state 
T I notice many elderly men still the 
active heads of their banks. Few 
men acknowledge, even to themselves, 
that they are growing old. Fewer plan 
a definite time of retirement from an 
active business life. Most men hang 
on until senility and Father Time drops 
them in harness. 

This seems especially true in the 
banking business, as witness so many 
of our banks whose top executives are 
elderly men, well into their dotage, but 
still directing the policies of their banks 
and drawing sizable salaries. I am 
afraid that this is very discouraging 
to younger and more virile men who 
know the only chance for promotion 
is for the oldsters to die. 

In these days when the war is taking 
so many of our younger men, person- 
nel problems are becoming more acute. 
Younger men are not trained in banks 
for top positions as in past genera- 
tions. They are not encouraged by ad- 
vancement, added responsibilities and 
adequate salaries. They are not being 
taught to hold the reins while the 
elderly mentors are able to teach. 
Younger men, untrained and untried 
for managerial capacities, are often 
forced in high places very suddenly, 
which makes it difficult for the younger 
banker and hard on the bank. 


The thought occurs to me that in 
banking, as in railroading, halls of 
higher education, the Supreme Court 
and in many lines of business, there 
should be a compulsory retirement age 
for bank officers, say 65 years. These 
men should be given part pay and po- 
sitions such as chairman of the board 


or executive committee chairman, so 
that the bank still could have their in- 
fluence and advice, and these men could 
have some office as long as they would 
desire it. Some men have been so 
activé during their lives it would not 
be best for their health to retire com- 
pletely. 

True, there is little substitute for 
long experience in equipping a man 
for the banking business. Bankers can’t 
grow overnight. But, at the same time, 
there must be room made at the top 
so that enterprising, ambitious, intel- 
ligent young men will be attracted to 
banking in ever-increasing numbers, 
confident that there will be places high 
in the business by the time they have 
reached the age of 40, and certain that 
their elders will step down in their 
favor at a reasonable age.—From an ad- 
dress to the Texas Bankers Association. 
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BANKING IN WAR TIMES 


BANKING is not a business that thrives 
in a period when the Government is the 
principal borrower of loanable funds. 
For obvious reasons, rates are kept low 
and earnings will be correspondingly 
small. War also brings with it in- 
creased costs in the form of additional 
taxation and other expenses. The banker 
must adjust his income to meet these 
two forces working from both ends 
against the middle. He is willing to 
accept this curtailed income as one of 
the sacrifices he must make in order to 
win the war.—Henry J. Steeps, presi- 
dent, Wisconsin Bankers Association. 

from scripts of broadcasts already 
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Advertising and 
Publie Relations 


Digests of Recent Ideas, Campaigns, 


‘‘Now Is the Time to Pay Debts’’ 


A recent advertisement of the Morris 
Plan of Virginia is illustrated by a 
drawing of a man and wife. One is 
quoted as saying to the other, “We owe 
just as much money as we did a year 
ago... or five years ago, for that 
matter. 

“We've just been living from pay 
day to pay day, and we're not getting 
anywhere! We ought to have a plan 
for paying off what we owe: doctors’ 
bills, charge accounts, taxes, insurance 
premiums, the mortgage and that life 
insurance policy loan. 

“If we keep on spending first, then 
using what’s left over to pay on our 
debts, we'll never get anywhere. But 
if we set ourselves a definite amount 
to pay each month on what we owe. . . 
and spend only what’s left after that 

. we can really make some prog- 
ress!” 

The advertisement then goes on to 
point out that a business-like budget is 
more important than ever in times like 
these, and that the Government wants 
people not only to buy all the war 
bonds that they can but also to get out 
of debt. The bank then points out how 
they can help the individual to pay off 
his debts by a personal loan. 


Four Elements of Public Relations 


In a discussion of public relations at 
a recent Texas Bankers Conference led 
by Eugene Fish, vice-president, Royall 


Advertisements, etc. 


National Bank, Palestine, Texas, Mr. 
Fish named the following four ele- 
ments which he considered to consti- 
tute a sound public relations policy: 


1. Sound and prudent bank manage- 
ment; 

2. Leadership in the field of civic 
responsibilities ; 

3. Intelligent codperation of a com- 
petent bank staff; and 

4. Constructive publicity of 
bank’s services. 


the 


War-time Public Relations 


“War does not diminish the necessity 
for bank public relations; rather it in- 
creases the need for a better public 
understanding of the motives and func- 
tions of bankers,” W. H. Neal, vice- 
president of the Wachovia Bank & Trust 
Company of Winston-Salem, N. C., told 
members of the Third Annual West Vir- 
ginia Bankers Conference at Morgan- 
town last month. “There must be de- 
veloped a public appreciation of the 
contribution that chartered banking is 
making to our total war effort,” he 
said. 

“Wherever we turn today we find 
golden opportunities to prove that the 
constructive things we as bankers have 
been saying about our banks and the 
business of banking are true. We see 
that chartered banking in America to- 
day is doing a job, unselfishly and mag- 
nificently. “The public must know that, 
not through boastful claims, but 
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“EYE-CATCHERS” 


These bank ads caught our eye 
and made us read the ad. How 
about you? 


Are you about to be ‘‘Blitzed’’ 

by a Blessed Event? 

—Valley National Bank, Phoenix, 
Ariz. 


An air base in Antigua com- 

pleted on time! ... because a 

Pittsburgh bank acted quickly 

—Peoples-Pittsburgh Trust 
Company 


‘“We Ought to Have a Plan for 
Paying Off What We Owe’”’ 


—Morris Plan Bank of Virginia 


Home Improvement Loans to 
Conserve Fuel 


—First National Bank, Oshkosh, 
Wis. 


Your Will in War-time 
—Trust Company of Georgia, 
Atlanta, Ga. 


through constant and tactful presenta- 
tion of fact and accomplishment in a 


manner that others to do 
likewise. 

“Public understanding, approval and 
support are factors that we _ shall 
greatly need in the days ahead, espe- 
cially in the post-war period. If we 
fail to build these factors into our char- 
tered system of banking today it will 
then be too late to do very much 


about it.” 


inspires 


Promotes Mail to Service Men 


Irvington, N. J., boys in the armed 
forces are receiving more mail as a re- 
sult of a photograph exhibit and a 
“Write to a Boy in Camp” campaign 
sponsored by the Irvington National 
Bank. 

A letter from Priv. Charles Moller, 
stationed at Columbus Army Flying 


School in Mississippi, is typical of sev- 
eral received by Roy A. Hitchings, pres- 
ident of the bank, from Irvington serv- 
ice men. Moller wrote, “I have al- 
ready received three cards from people 
I hadn’t expected to hear from as a 
result of your campaign. I appreci- 
ate and thank you for that. More 
power to you and three cheers for 
Irvington.” 

Parents and friends of local service 
men are invited to contribute snap- 
shots of the boys for display in the 
lobby of the bank. Camp addresses 
and special post cards are provided at 
the exhibit to encourage more mail for 
the boys. 


‘“‘War Bond Brigade’’ 


“War Bond Brigade,” a radio pro- 
gram of military music to help sell 
bonds, has been launched in Louisville 
over WAVE every week day evening 
from Monday through Friday at 5:45 to 
5:55 by the First National Bank of that 
city. 

Following the chorus, “We're All 
Americans,” this announcement is 
made: 


“The War Bond Brigade is on the air! 
This program is contributed by the 
First National Bank of Louisville, the 
oldest National Bank in the South, as 


part of its share in Louisville’s great 
War Bond Drive for Victory!” 

A similar brief mention of the bank 
is made at the close, there being no 
other “commercial” except such as may 
be required to explain the various 
classes of bonds. 

President Ralph C. Gifford of the 
bank has insisted that emphasis be en- 
tirely on the selling of the bonds to 
make the bank’s codperation most effec- 
tive in the Government’s drive. 

Interspersed with the spine-tingling 
marches recorded by America’s best 
brass bands is a new dramatic story 
daily from one or another of the war 
fronts. 

Following is one selected at random 
from scripts of broadcasts already 
made: 
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“Our story today is about one of 
the most amazing leaders of guerilla 
fighting the war has yet produced. His 
name, Draja Mihailovich. His coun- 
try, Yugoslavia. His army, ragged 
remnants of the crushed Yugoslav 
army, peasants from the soil of that 
once free land, valiant Serbian women. 
The Chetnicks, as Mihailovich’s army 
is called, have cost the Nazis and the 
Italians millions of dollars in material 
and thousands of picked men. 

“Nazi pleas for an armistice with 
Mihailovich and his band have been 
stoutly rejected, although the Chetnicks 
know that for their every act the Nazis 
will slaughter entire Yugoslav villages 
in revenge.” 

Several hair-raising attacks were 
cited, and then this dramatic finale: 


“The Germans order that Quisling of 
Yugoslavia, Nedich, to Draja’s moun- 
tain kingdom with 50,000 men. Or- 
ders: Wipe out Mihailovich! Three full 
divisions, mechanized, set out. They 
are barely out of the lowlands when 
the German officers realize that their 
outer edges are being sniped at, 
though no Chetnick is to be seen. In 
sudden terror, 25.000 Nazi soldiers 
throw down their arms and flee, and the 
Chetnicks swoop down for the attack 
from every point of the compass... . 

“Draja Mihailovich, a towering bea- 
con in darkened Europe, the hope and 
symbol of salvation for every man and 
woman who has the heart to fight after 
being conquered.” 

And then this application of the stir- 
ring narrative: 

“The superb, unconquerable little 
band of soldiers makes a stand as 
steady as our own boys’ bitter fight to 
hold Bataan and Corregidor. . . 

“Americans can and must aid this re- 
sistance wherever it is found. Your 
dollars invested in United States War 
Bonds will help America build enough 
ships and planes, tanks and guns—a 
giant army, navy and air force—to wipe 
the Axis from the face of the earth. 
Remember. your own freedom is at 
stake. Shoulder arms, Americans! 
Buy bonds for victory!” 


**The Bravest Men on Earth’’ 


Using “Through these doors pass the 
bravest men on earth” as a theme, the 
American National Bank and Trust 
Company of Chicago has opened an un- 
usual display in the street arcade of its 
building at 33 North La Salle Street, 
devoted to the activities of the two Chi- 
cago Service Men’s centers. The pur- 
pose of the display is to direct the atten- 
tion of the thousands of people who will 
see it to the work being done by these 
centers and to solicit public support 
and contributions for these nationally 
publicized recreational units for men in 
uniform. The display shows, through 
photographs and other visual means, 
the work of the Chicago Commission 
on National Defense, sponsor of the 
centers, to provide recreation for sol- 
diers and sailors on leave. Included 
are photographs of activities at the orig- 
inal center at 176 West Washington 
Street and the new summer recreational 
center in Lincoln Park on Lake Mich- 
igan. 

The display includes the following 
statement concerning the activities of 
the two centers: “Chicago’s world- 
famous Service Men’s Centers—the 14- 
story building at 176 West Washington 
and the new summer recreation Center 
on Lake Michigan at Fullerton are vis- 
ited weekly by 68,000 of our fighting 
men, and those of other nations. At 
the Centers they forget the grim facts 
of war for a while, write home, eat, and 
are entertained. Everything is free, a 
man in uniform can’t spend a cent. 

“This fine service is made possible 
by donations of food, equipment and 
volunteer help from thousands of Chi- 
cago organizations and individuals. A 
typical week-end menu includes: 2,700 
pounds of hot dogs, 2,200 glasses of 
milk, 4,000 cold sandwiches, 200 car- 
tons of cigarettes, 400 pounds of cook- 
ies, 2,300 cakes, 1,500 pies, 500 pounds 
candy, 300 pounds sugar. Contribu- 
tions in any form are welcome. Phone 
Central 3951, or call at 176 West Wash- 
ington Street.” 
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BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 


Gibson in London 


Harvey D. Gibson, president of the 
Manufacturers Trust Company, New 
York, has been given an indefinite leave 
of absence by the board of directors for 
foreign service with the Red Cross. 

Recently the following announcement 
was released from Red Cross headquar- 
ters in Washington: 

“The safe arrival in London of Har- 
vey D. Gibson of New York was re- 
ported today by Norman H. Davis. 
Chairman of the American Red Cross, 
who announced that Mr. Gibson has 


HARVEY D. GIBSON 


President of the Manufacturers Trust 
Company of New York who has been 
appointed American Red Cross Com- 
missioner to Great Britain. 


been appointed American Red Cross 
Commissioner to Great Britain. 

“Chairman Davis declared, ‘In view 
of the growing importance of the Amer- 
ican Red Cross program in Great Brit- 
ain, it has been decided to establish a 
commission form of organization cover- 
ing operations in that area. This fol- 
lows the precedent established in the 
last war when the American Red Cross 
sent commissions of groups of impor- 
tant Americans to France and other 
countries, 


HENRY C. VON ELM 


Vice-chairman of the board of the 
Manufacturers Trust Company of 
New York who has been designated 
chief executive officer in the absence 
of President Gibson. 
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“‘Mr. Gibson has had extensive Red 
Cross experience. In the last war he 
served successively as chairman of the 
New York County Red Cross Chapter, 
general manager of all Red Cross ac- 
tivities in America, a member of the 
War Council, Commissioner to France, 
and finally Commissioner to Europe. 
He is, therefore, particularly fitted to 
render the same service to our soldiers 
abroad in this war as he did in the last 
war.” 
“Mr. Gibson is president of the Manu- 
facturers Trust Company in New York 
and a director of many important cor- 
porations.” 

During the absence of Mr. Gibson, 
Henry C. Von Elm, vice-chairman of 
the board, has been designated as chief 
executive officer. 

Mr. Von Elm has been connected 
with Manufacturers Trust Company and 
its predecessor institutions since 1903. 
He has served as Chairman of the Ex- 
ecutive Committee and president of the 
bank, and has been vice-chairman of 
the board of directors since 1931. Mr. 
Von Elm is also president of the Manu- 
facturers Safe Deposit Company and a 
director of National Dairy Products 
Corp.; General Cigar Co., Inc.; McKes- 
son & Robbins, Inc.; Baltimore Ameri- 
can Insurance Co.; National Liberty 
Insurance Co.; The Sperry & Hutchin- 
son Co.; and U. S. Realty & Improve- 
ment Co. 


New Idea for Alterations 

The Prudential Savings Bank, Brook- 
lyn, N. Y., has altered its Flatbush Of- 
fice, and in so doing devised an inter- 
esting solution to a difficult problem. 
Frederick V. Goess, president of the 
bank, pointed out that a plan to enlarge 
the office to include an adjoining build- 
ing by removal of the party wall be- 
tween the two would involve great ex- 
pense and the use of critical war ma- 
terials. Therefore the architect, Ken- 
neth B. Norton, worked out a scheme 
for retaining the wall by placing the 
tellers’ windows in it. Only the front 
part of the wall was removed, and this 


to provide an adequate officers’ plat- 
form. 


The remainder of the wali has been 
made an interesting decorative feature, 
with a stenciled Greek fret and a scroll 
design that contrasts with the colors in 
the balance of the painting. The wain- 
scot is in keeping with the modern 
thought in interior decoration. It is 
built of Tavernelle Claire marble with- 
out any panels or breaks in the surface. 

The bronze work so traditional to 
banking offices has been entirely re- 
placed by substitutes, since the Pruden- 
tial Savings Bank’s main objective now 
is to codperate with the war effort. 

Almost all of the work was done 
after banking hours. As a result, there 
was remarkably little interference with 
the normal business life of the office 
during the course of these alterations. 


Horton P. Kennedy 


Bankers Trust Company,.New York, 
has announced the election of Horton 
P. Kennedy as assistant vice-president. 
Mr. Kennedy has been with J. P. Mor- 
gan & Co., Inc., New York, for the past 
year, and prior to that was associated 
with Morgan et Cie, Paris. He at- 
tended Dartmouth College and was a 
captain in the first World War; he was 
awarded the Legion of Honor by the 
French Government. 


Doan in New Post 


Robin E. Doan, former managing edi- 
tor of THE BANKERS MaGazINe, has re- 
cently joined the staff of Leon Living- 
ston Advertising Agency, San Fran- 
cisco. 

Mr. Doan was for eight years director 
of public relations of the Denver Na- 
tional Bank, resigning this position to 
take a trip around the world shortly 
before the present war. Upon his re- 
turn to this country, he edited a West 
Coast weekly trade publication, later 
leaving to assume the managing editor- 
ship of this magazine. Returning to 
his former home in Denver for a short 
time, he was director of the bank divi- 
sion of the Harlan L. Shattuck Finan- 
cial Advertising Agency, a_ national 
window display and newspaper ad syn- 
dicate organization. 
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A frequent contributor to banking 
and business publications, Mr. Doan 
was for years author of a popular col- 
umn in Liberty, the national weekly. 
He is also co-author of the book “In- 
creasing Personal Loan Business,” pub- 
lished by The Bankers Publishing Com- 
pany, and author of a forthcoming book 
on bank advertising soon to be re- 
leased by this company. 


Miss Bradley in WAAC 


One of the first women bank workers 
in Connecticut to be accepted as a mem- 
ber of the Women’s Army Auxiliary 
Corps is Ruth Mills Bradley, for thir- 
teen years a member of the staff of the 
Fairfield Branch of The Bridgeport-City 
Trust Company. Miss Bradley was 
sworn in at Hartford on August 2] with 
the rank of private and is now await- 
ing call. She applied in the June draft. 
She is a resident of Fairfield, a gradu- 
ate of Roger Ludlowe High School, 
and a member of the Fairfield Commu- 
nity Chorus. She is the fourth of a 
staff of twelve persons at The Bank’s 
Fairfield Branch to enter the service. 


Percy Johnston Has Anniversary 


Percy H. Johnston, chairman of the 
board of the Chemical Bank & Trust 
Company, New York, recently cele- 
brated his twenty-fifth anniversary with 
the bank. 

Mr. Johnston began his banking ca- 
reer in his native town of Lebanon, 
Ky., as a clerk in the Marion National 
Bank. At the age of twenty-six he be- 
came a national bank examiner, and 
when he was thirty years old he was 
made one of four national bank exami- 
ners at large. He held this position 
until he became a vice-president of the 
Citizens National Bank, Louisville, Ky., 
at the age of thirty-two. 

On August 27, 1917, Mr. Johnston 
came to New York as a vice-president 
and director of the Chemical Bank and 
was elected president in 1920 at the 
age of thirty-nine. In 1931 he was 
elected chairman of the board and acted 
as both chairman and president until 
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1935, when he relinquished the presi- 
dency, continuing as chairman and chief 
executive officer of the bank, which po. 
sition he now holds. 


Reduces Safe Deposit Box Prices 


The City National Bank of Fort 
Smith, Ark., of which I. H. Nakdimen 
is president, does not believe that this 
is the time for higher prices on safe 
deposit boxes. It has reduced the price 
of its smaller boxes from $2.50 to $2 
per year, and the price of its larger 
boxes has been cut three times the in- 
crease in the tax on them. The purpose 
of the cut, says Mr. Nakdimen, has 
been to reduce the burden upon the 
public and users of the bank’s safety 
deposit service. 


Opens Arlington, Va., Office 


At the request of the War and Treas- 
ury departments, the First and Mer- 
chants National Bank of Richmond, 
Va., has started the operation of an of- 
fice in Arlington Va. 

The office, according to H. Hiter 
Harris, president of the bank, will be 
in the new War Department Office 
Building, also known as the Pentagon 
Building, which now is in course of 
construction. When the structure is 
completed it will be the largest office 
building in the world. 

“Our Arlington office,” said Mr. Har- 
ris, “is being established for the pur- 
pose of cashing checks of Government 
employes who work in the building.” 
They already number 15,000 and are 
expected to reach 40,000 or more upon 
completion of the structure. The office 
will be the means of saving the War 
Department many man-hours of work, 
now lost by employes attending to their 
banking needs. 

Mr. Harris added that the Arlington 
office is one of the first of its type to 
be established by a commercial hank 
for the convenience of Government 
workers. “We are proud that the War 
and Treasury departments selected First 
and Merchants to open the office,” said 
Mr. Harris, “and we will do everything 
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we can to make it of real service to our 
Government in the present emergency.” 

As Virginia’s largest bank moves to 
the Potomac to establish an office in 
the world’s largest office building, a 
cycle of history is completed. For on 
April 24, 1865, less than a month after 
General Lee met General Grant at Ap- 
pomattox, capitalists from Alexandria, 
Va., and Washington aided in the es- 
tablishment of the First National Bank 
of Richmond, the oldest of the many 
institutions that have combined to form 
the First and Merchants. Now, three- 
quarters of a century later, the First 
and Merchants will open an_ office 
within a few miles of Alexandria, and 
just across the river from Washington, 
the city in which the First National was 
organized. 

Starting with a capital of $100,000, 
the original bank now has grown into 
an institution with capital of $3,000,- 
000, surplus of $3,000,000, and undi- 
vided profits of nearly $1,000,000. De- 
posits, as shown in the last statement, 
were more than $102,000,000, and re- 
sources more than $110,000,000. 

Much of the growth has been accom- 
plished under the direction of John M. 
Miller, Jr., who became president of the 
First National in 1916 and remained as 
president when the First National con- 
solidated with the Merchants National 
to form the First and Merchants Na- 
tional Bank in 1926. Mr. Miller be- 
came chairman of the board in 1939. 

The Pentagon Building dwarfs the 
pyramid of Cheops and already is being 
called “one of the modern wonders of 
the world.” Upon completion, it will 
have a floor space of about 4,000,000 
square feet as compared with 2,924,036 
square feet in New York’s RCA Build- 
ing, which now is listed in almanacs 
as the world’s largest office structure. 

The Pentagon Building will consist 
of two five-sided “rings” of buildings, 
one within the other. Each of the five 
faces of the outer ring will be 921 feet 
long, making a distance of almost a 
mile around the structure. There will 
be a network of stairways and ramps 
and probably a few escalators. The 
site covers 320 acres, half of a square 
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mile. Contract for the building was 
awarded last September and ground was 
broken four days later, Doyle and Rus- 
sell of Richmond, Va., being the gen- 
eral contractors. The work has pro- 
ceeded without interruption, and if the 
present rate of construction speed is 
continued, the building should be ready 
for complete occupancy by January 1. 


New Corn Exchange Appointments 
The board of directors of The Corn 


Exchange National Bank and Trust 
Company, Philadelphia, has elected 
David Craig assistant vice-president in 
the new business department of the 
bank, and Orville H. Beadle assistant 
trust officer, effective September 1, 1942. 


Joseph C. Harris Joins Army 


Joseph C. Harris, assistant secretary 
of the Central Hanover Bank ard Trust 
Company, New York, has resigned to 
accept a commissica es captain in the 


U. S. Army Air Forces. 


Elected Bank of America Director 


Francis S. Baer has been elected to 
the board of directors of Bank of Amer- 
ica, San Francisco, and made a vice- 
chairman of the board. 

Mr. Baer will assume his new activi- 
ties with the bank on September 1, mak- 
ing his headquarters in San Francisco. 
He will continue as a director and offi- 
cer of Pacific Finance Corporation. 

Starting his banking career in 1915 
with the First National Bank of Pasa- 
dena, Mr. Baer later became a vice- 
president of the Security First Na- 
tional Company. In 1929, he became 
president of the Pacific Company of 
California, and since 1934 he has served 
as president and director of Pacific 
Finance Corporation of California. He 
is also a director of the Blue Diamond 
Corp., Ltd., the Pacific Indemnity Com- 
pany, and Union Oil Company of Cali- 
fornia, and is a trustee of Hollenbeck 
Home for the Aged. 

“Mr. Baer has a well rounded bank- 
ing experience of over twenty-seven 
years in California and has established 
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a national reputation- in the consumer 
finance field,” stated L. M. Giannini. 
*“‘We welcome him to the Bank of Amer- 
ica and consider him a valuable addi- 
tion to our executive staff.” 


Short Course for New Bank People 
Offered by A. I. B. 


Chapters and study groups of the 
American Institute of Banking through- 
out the country are being offered a new 
short introductory course in banking 
designed for the young, inexperienced 
employes now coming into banks to 
take the places of young men departing 
to the military services. 

The course is contained in a new 
textbook called “An Introduction to the 
Study of Banking,” completion of 
which has been announced by David E. 
Simms, National President of the In- 
stitute. 

The text contains eight chapters or 
lessons devoted to the following sub- 
jects: 

Starting Your Banking Career 

What Our Banks Do 

How We Americans Use Checks 

How Our Banks Lend and Invest Money 
Our Banks and the Public 

You and Your Bank 

How Our Banking System Grew 

How Our Banks Are Regulated and 


Supervised. 


It is written in simple, direct lan- 
guage and is well illustrated and is 
designed to give the inexperienced new- 
comers a brief all-over picture of why 
banks are, what they do, and how they 
do it. In addition, it will serve as a 
preliminary to the Institute’s course, 
“Bank Organization and Operation.” 
It is contemplated that the course will 
occupy a minimum of eight classroom 
sessions of one and one-half hours each, 
or a total of twelve hours of classroom 
work. 

In making the announcement, Mr. 
Simms states: “During the past year 
there has been a widespread demand for 
an introductory banking course which 
would meet the needs of the young and 
inexperienced employes who have come 
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into the banks in large numbers and 
who are entirely unprepared for the 
study of bank organization and opera- 
tion. As a result, the Institute has un. 
dertaken to provide a short course 
which will serve to orient these new 
employes in the banking field.” 

The textbook will be available in 
September to all chapters and banks, 
The price will be $1.50. 


South Dakota Group Meetings 
Cancelled 


Responding to the wishes of the mem- 
bers and group officers, the executive 
council of the South Dakota Bankers 
Association advises that the 1942 group 
meetings have been cancelled. 

The meetings, generally attended by 
650 to 700 bankers from South Dakota 
and near-by points, were to have been 
held at seven South Dakota cities in 
October. 

“Cancellation of the meetings will al- 
low our members more time to sell War 
Bonds, codperate in the Food for Vic- 
tory Program, ard issue funds on 
stored grain,” according to H. N. 
Thomson, Presho, president of the As- 
sociation. “Every banker is interested 
in conserving his tires and automobile 
for essential uses,” he continued. 

Bankers are “realists,” according to 
Thomson, adding: “They know we 
can’t continue to live and act as we 
did prior to December 7 and win the 
war.” 


Convention Dates 


Owing to war conditions, conventions are 
subject to change and cancellation. 


STATE AND REGIONAL 
October 12—Vermont Bankers Association, 
Hotel Vermont, Burlington. 
October 21-22—Savings Banks Association 
of Massachusetts, Hotel Statler, Boston. 
October 25-27—Iowa Bankers Association, 
Hotel Fort De Moines, Des Moines. 
October 27-28—New York Savings Banks 
Association, Waldorf-Astoria, New York. 


Nebraska Bankers Association, Hotel Fon- 
tanelle, Omaha (date to be decided later). 
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